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REGULATION OF PUBLIC UTILITIES IN THE DISTRICT OF 

COLUMBIA, 



Committee on the District of Columbia, 

House of Representatives, 

Tuesday^ Jcunuary ^7, 1920. 

The committee met at 10.30 o'clock a. m., Hon. Carl E. Mapes 
(chairman) presiding. 

The Chairman. Gentlemen, according to the action of the com- 
mittee at the last meeting, we have met for the purpose of holding 
hearings on H. R. 11753, a bill further to regulate public utilities 
in the District of Columbia, and for other purposes, which was 
introduced on the recommendation of the Commissioners of the Dis- 
trict of Columbia. I will insert a copy of the bill in the record al 
this point. 

(The bill referred to above follows:) 

[H. R. 11753, Sixty-sixth Congi'ess, second session.] 

A BILL Further to regulate public utilities in the District of Columbia, and for other 

purposes. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembledj Th^t that part of section 5 of the act 
of Congress approved July 1, 1902, and all other laws which impose a tax of 4 
per centum per annum upon the gross receipts of street railroad companies 
incorporated by special acts of Congress and now engaged in street railway 
traffic in the Distict of Columbia, be, and the same are hereby, repealed, 
effective June 30, 1920 ; and that beginning July 1, 1920, all said street railroaa 
companies shall pay per annum to the collector of taxes of the District of 
Columbia a graduated tax as follows: Upon operating income in any year in 
excess of 6 per centum and not exceeding 7 per centum of the fair value of the 
property of each company, used and useful for street railway purposes within 
the District of Columbia as ascertained by the Public Utilities Commission of 
the District of Columbia under the provisions of section 8 of the act of Con- 
gress approved March 4, 1913 (Thirty-seventh United States Statutes, page 
974), a tax of 50 per centum ; and upon operating income in any year in excess 
of 7 per centum upon said fair value, a tax of 75 per centum. 

The term " operating income " as used herein bears the meaning now attached 
to it in the Uniform System of Accounts for Electric Railways as prescribed by 
the Interstate Commerce Commission, but its component elements, accounts 
numbered two hundred and one, two hundred and two, two hundred and three, 
and two hundred and four, shall include only revenues and expenses properly 
assignable to street railway operations within the District of Columbia as 
determined by the said public utilities commission, and from account numbered 
two hundred and fifteen there shall be excluded the tax herein provided for. 

The said tax shall be based upon the operations of each calendar year, except 
for the calendar year 1920, in which it shall be based upon the operations of 
the last six months of that calendar year. On or before March 1 of each year 
each such street railroad company, through its president, shall make affidavit 
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4 REGULATION OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA, 

to the board of personal tax appraisers of the District of Columbia as to the 
amount of its operating income for the preceding calendar year, ascertained in 
the manner herein provided. On or before May 1 of each year each of said 
companies shall pay to the collector of taxes of the District of Columbia on 
such operating income the taxes herein provided. These taxes, when paid to 
the collector of taxes, shall be deposited by him in the Treasury of the United 
States as a separate fund, to be known as the street railway contingent fund. 

All taxes levied under the forej?oing provisions of this section shall be col- 
lectible as are other i)ersonal taxes; and each such railroad company and its 
president shall be subject to the same penalties for failure to nuike the affidavit 
above provide<l for within the time prt^cribed, for making a false affidavit, 
and for nonpayment of said tax as are now i)rovided by the i)ersonal-tax law 
of the District of Columbia ; and all common-law remedies shall be open to the 
District of Columbia for the collection of such tax. 

The said street railway contingent fund and all accretions thereto shall be 
employed or expended by the sjiid public utilities commission in furtherance of 
the public interest in street railway transportation, within' the District of 
Columba, either by extension of street car lines or purchase of additional street 
cars to be used by street railway companies wherever the public interest may 
require, or by way of loans to street railway companies operating within the 
District of Columbia, upon such fair and reasonable terms and conditions in 
any or all such cases as the public utilities commission may prescribe. 

Necessary advances from said funds shall be made by the Secretary of the 
Treasury to the disbursing officer of the District of Columbia upon requisition 
of tlie public utilities commission of said District for such amounts as may be 
required from time to time for necessary disbursements. These disbursements, 
shall be made and audited in the manner prescribed by law for the disbursing 
and auditing of funds appropriated for the government of the District of 
Columbia. 

Sec. 2. That so much of section 3 of the act of Congress approved June 24,. 
1898, entitled "An act to define the rights of purchasers of the belt railway, 
and for other purposes," which requires street railway companies to maintain 
special policemen at street railway crossings at the expense of said street 
railway companies, is hereby repealed, effective June 30, 1920. 

Sec. 3. That it shall be lawful for two oi; more public utilities operaitng in 
the District of Columbia, incorporated by special acts of Congress, and render- 
ing like services in the District of Columbia, to consolidate their properties into 
one corporation for the ownership, management, and operation of the properties 
under the following conditions: 

(a) Any one of such public utility corporations may become the owner and 
operator of the consolidated properties, subject, however, to approval by the 
public utilities commission of the District of Columbia of the terms and condi- 
tions of such consolidation. 

(b) The coi-poration which is to become the owner and operator of the con- 
solidated properties is hereby authorized to issue stock and bonds for this 
purpose in such proportion as the said public utilities commission may approve, 
provided that at no time shall the bonds of the corporation at par, together with 
the outstanding capital stock at par, exceed the fair value of the consolidated 
properties as determined by the said public utilities commission in the manner 
authorized in section 8 of the act approved March 4, 1913 (Thirty-seventh United 
States Statutes, page 974), and the stock of the company or companies involved 
in the consolidation may be retired or canceled upon such terms and conditions 
as the said public utilities commission may approve. 

Sec. 4. That public utility corporations under the jurisdiction of the said 
public utilities commission are hereby authorized to finance needed extensions 
of their properties by the issue of additional stock under the same limitations 
now provided by law for the financing of such extensions by the issue of 
additional bonds, provided they shall first have obtained the certificate of the 
said commission showing authority for such issue from the said commission. 

Sec. 5. That all laws or parts of laws inconsistent or in conflict with this act 
are hereby repealed. 

Sec. 6. That Congress hereby reserves the right to alter, amend, or repeal this 
act or any part thereof. 

The Chairman. I think it was the understanding that we would 
start the hearing by listening to Col. Kutz this morning. 
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STATEMENT OF LIEUT. COL. CHAELES W. KUTZ, ENGINEEE COM- 

MISSIONER, DISTEICT OF COLUMBIA. 

Col. KuTz. Mr. Chairman and members of the committee, before 
describing in detail what is proposed to be accomplished by the sug- 
gested legislation, I feel it would be of interest to the committee to 
state, briefly, the conditions that exist in the District of Columbia 
so far as street railway transportation is concerned. 

There are two principal street railway systems, the Capital Trac- 
tion Co. and the Washington Eailway & Electric Co. The Capital 
Traction Co.'s operations are almost wholly within the District of 
Columbia. There are a few miles of its Chevy Chase line which ex- 
tend into Maryland and a few miles of its Takoma Park line which 
extend into Maryland, the Takoma Park line bein^ not owned by it 
but operated by it. The Washington Railway & Electric system 
is made up not only of the lines of the Washington Railway & 
Electric Co., but also the lines of the City & Suburban and the 
Oeorgetown & Tenleytown, the Georgetown & Tenleytown being 
wholly in the District and the City & Suburban being partly 
within the District and partly in Maryland. 

Then, in addition to these lines wholly within or partly within 
the District of Columbia, it controls through stock ownership sev- 
eral suburban lines in Maryland, the Washington & Rockville, and 
the Washington Interurban. The mileage of the Capital Traction 
Co. is a little in excess of 60 miles of single track, and the mileage 
of the Washington Railway & Electric system, within the District 
of Columbia, is practically 130 miles, but the Capital Traction sys- 
tem has a larger percentage of underground conduit or trolley sys- 
tem than has the Washington Railway & Electric. The two systems 
differ also in the fact that the Capital Traction system has only two 
lines extending to the District boundaries, while the Washington 
Railway & Electric system has about 10. 

The properties of these two systems were valued by the Public 
Utilities Commission in the manner contemplated by the act of 1913. 
These valuations were not completed until September of last year, 
and at that time the commission had pending before it an applica- 
tion for an increase in rates from the Washington Railway & Elec- 
tric system, the fares at that time being straight 5 cents and a charge 
of 2 cents for transfers both intracompany and intercompany. The 
Capital Traction system was not a party to the application for an 
increase in rates, apparently doing well on the then existing fares. 

This fact led the commission to carefully look into the question 
as to the reason for this great disparity in earning power of the two 
systems, and as a result of its investigation reached the conclusion 
that the difference was due wholly to a difference in location rather 
than to a difference in operating efficiency, as the statements made 
by the companies to the commission indicated that the cost of 
operation measured on the car-mile basis was practically the same 
for the two systems. 

These two systems differ from each other in another respect — ^the 
Capital Traction Co. not only has a greater percentage of conduit 
system but it owns its own power plant and substations and its own 
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distribution system, while in the case of the Washington Railway 
& Electric system the power plant from which it obtains power is 
owned by the Potomac Electric Power Co., a separate and distinct 
corporation, although all the stock of it is owned by the Washing- 
ton Railway^ & Electric Co. This Potomac Electric Power Co. also 
owns the distribution system, includinfir the substations. So that we 
find the fair value of these two systems, made by the commission as 
of July 1, 1919, approximately $14,250,000 for the Capital Traction 
Co. and $16,250,000 for the Washington Railway & Electric. 

Mr. Drane. Is that valuation fixed by the Public Utilities Com- 
mission? 

Col. KuTz. Yes, sir; that was fixed by the Public Utilities Com- 
mission, but the valuations have been contested by the companies and 
appeal has been made to the courts in the manner provided by law. 

Mr. Drane. Those figures, then, do not represent capitalization ? 

Col. KuTz. No, sir; they have nothing whatever to do with capitali- 
zation. They represent what is described in the public utilities law 
as the fair valuation of property used and useful for street railway 
operations in the District of Columbia. 

Mr. Lanham. It includes all of their physical properties of every 
kind? 

Col. KuTz. No ; not unless it is used and useful for street-railway 
operations. They have some property within the District as well as 
some property without the District that is not included in our valua- 
tions as not being used and useful for street-railway operations 
within 

Mr. Drane (interposing). As not necessary to their operations? 

Col. KuTz. As not necessary to their operations in the District, 
It is not necessarily limited though to property within the District. 
For instance, in the Capital Traction system they have a power house 
at Chevy Chase, Md., which is partly for the benefit of the line in 
Maryland and partly for the benefit of the line within the District, 
so that in making our valuation we apportioned the estimated value 
of that power house to service in Maryland and to service in the 
District of Columbia. We tried to include all property belonging to 
the company that was necessary or used or useful for street-railway 
operations within the District of Columbia. 

Those two features, the fact that the Washington Kailway & Elec- 
tric does not own its power house or distributing system, and the 
fact it has a smaller proportion of conduit trolley than has the 
Capital Traction Co. accounts for the fact that while the Washington 
Railway & Electric is credited with twice the mileage of the Capital 
Traction, there is a difference in value of only $2,000,000, approxi- 
mately. 

The commission was impressed by the fact that though the earning 
power of these two systems was very different, yet they were taxed 
practically identical sums under the act of Congress, which imposed 
a 4 per cent tax on gross receiipts. 

The Washington Railway & Electric system uses more cars, em- 
ploys more motormen and more conductors, has to maintain twice 
the trackage that the other company has to maintain, and yet it 
collects in the course of the year practically the same sum as the 
other system collects. In other words, the number of pay passengers 
on the two systems is practically the same, so that the tax on gross 
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income which the two comi>anies pay is practically the same, and 
this impressed the commission as being most inequitable, because 
if it be true that the cost of operation per car-mile is identical for the 
two systems, it indicates an equal operating efficiency and indicates 
that the difference in earning power is due to the difference in the 
value of the privileges which the two systems enjoy in the streets 
of the city. 

Now, those privileges were granted from time to time by Con- 
gress to these two companies or to their constituent elements, and 
they were granted to these companies without cost, except a nominal 
cost in some cases. I mean to say, there was no specific charge for 
the privilege, although in some cases Congress required that they 
acquire the bed of the street in which the tracks were to rest and 
that it be subsequently deeded to the District of Columbia. Where- 
ever there was an actual investment of that kind, of course, it was 
included by the commission in its determination of fair value. 

The first suggestion that we have to make then is that this in- 
equitable tax be modified and that in lieu of a tax on gross receipts 
we substitute a graduated tax on operating income, in excess of 6 
per cent of the fair value of the property as ascertained by the 
commission. 

Now, in adopting that base, we had two thoughts in mind, one 
was to make it as definite as possible and the other to assure the 
companies that no tax of this kind would be imposed unless their 
operating income amounted to 6 per cent on the fair value. 

Mr. ZiHLMAN. What does the grosss receipt tax amount to now? 

Col. KuTz. The amount paid by the Capital Traction Co. last 
year was 

Mr. ZiHLMAN (interposina:). I mean approximately. 

Col. KuTz (continuing). $160,000. 

Mr. ZiHLMAN. By the two companies? 

Col. KuTz. No; that was for each company. Now, that will be 
greater, of course, under the present authorized rate of fare. 

Mr. Lanham. How does the proportion of taxation proposed in 
this bill compare with what street railway companies are earning 
in other cities of the country? 

Col. KuTz. You mean how does it compare with the tax street 
railway companies are paying in other cities? 

Mr. Lanham. Yes; I mean the percentage they are permitted to 
earn. 

Col. KuTz. I do not think that this bill is intended to limit the 
earnings of street railway companies to 6 per cent. 

Mr. Lanham. No. 

Col. KuTz. Because there was no such limitation intended; in 
fact, the commission believes that in normal times, under normal 
conditions, a public utility, such as a street railway company, ought 
to be permitted to earn more than 6 per cent. 

Mr. Lanham. I notice that when they get up to 7 per cent, you 
take 75 per cent away from them. 

Col. KuTz. Yes, sir. 

Mr. Lanham. How does that compare with the rate of taxation 
generally with reference to street railways in cities around over 
the country? Are they restricted under present laws to 6 or 7 
per cent? 
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Col. KuTz. I think that 7 per cent represents an average of what 
public utility commissions throughout the country have considered 
a fair rate of return for street railway corporations in normal times. 

Mr. Lanham. Is the proportion proposed in this measure satis- 
factory to the railway people themselves? 

Col. KuTz. Well, I do not know; I have not discussed that with 
the companies. Our. first thought was to bring to the District or 
to the Federal Treasury a sum in the form of a graduated tax 
which would be approximately the same as the tax collected under 
the present system, but distributed in a different manner. 

We have taken the operations of the Capital Traction Co. for 
the calendar year 1919, and assuming that this form of taxation 
had been in effect rather than the existing law, the company would 
have earned approximately 7 per cent on the fair value of its prop- 
erty as ascertained by this commission, and there would have been 
paid into the Treasury something like $450,000 in the form of taxa- 
tion, which would have been greater, by $100,000 or more, than the 
amount paid in the last year. 

Mr. Lanham. My question was that this would not restrict them 
to a smaller earning than similar traction companies in cities of 
corresponding size around over the country are entitled to receive. 

Col. KuTz. No ; and I do not think it should. 

Mr. Lanham. I do not think so either. 

Col. KuTz. And if that is the effect of the intended legislation, it 
was not the intention of the commission ; in fact, if it were possible, 
if there were one single street-railway corporation in the District, 
we would suggest a service at cost plan similar to that which is suc- 
cessfully used in Cleveland and in some other cities of the country, 
because we believe that the people should pay what the service costs, 
and that the rates should automatically rise and fall depending upon 
the cost of that service ; but a service at cost plan in the District of 
Columbia, with two separate and distinct systems, highly competi- 
tive in the center of the city, yet with radically different earning 
powers, seems to us 'to be out of the question ; and this suggested 
graduated tax is a device for meeting the peculiar conditions that 
exist here at the present time. And, of course, if these two com- 
panies should eventually be merged, either voluntarily or compelled 
to merge through some act of Congress, then I should think that 
this proposed system of taxation might well be dropped and a serv- 
ice at cost plan substituted for it. I believe it would be very much 
better, but assuming the two companies to exist, we do not see any 
better way of equalizing their earning power than in some such 
manner as we suggest herein, nor do we feel that it could be more 
equitable. 

At first blush it looks as though to relieve one company of practi- 
cally its entire tax burden and impose it on the other would be equiv- 
alent to taxing superior ability, superior efficiency, but as a matter 
of fact, if these two companies are operating at the same car-mile 
cost, it really is not imposing a burden on efficiency, but is merely 
charging them or taxing them in proportion to the value of the privi- 
leiges which they enjoy, and the fact that an unfair condition has 
existed for a number of years does not seem to be any reason why 
it should be permitted to continue; and I want to say to the com- 
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inittee that it is farthest from the thoughts of the commission or any 
member of the commission to penalize the Capital Traction System. 
We do not want that impression to go abroad. It may appear to 
have that effect, but we suggest this plan merely as the best solu- 
tion, that we think of, of this problem, better than to adopt some 
form of measured service, which will tend to equalize the conditions 
on the two systems, but not entirely equalize them. 

The Chairman. On the theory, I suppose, that if the Capital 
Traction Co. was the only company in the District, you would not 
allow it a fare which would allow it to make this rather liberal 
return on its property? 

Col. KuTz. No; as I said, the Capital Traction Co. was not a 
party to th(^ petition for an increase when the fare was 5 cents. It 
is not a party to the petition which is now before the commission 
from the Washington Railway & Electric Co. for a still further in- 
crease. 

Mr. Drane. What is the Capital Traction Co. now making? 

Col. KuTz. The operating income of the Capital Traction Co. 
for 1919 was $1,391,000, and that was on a fair value, as estimated 
by the commission, of $15,000,000. 

Mr. Laxham. What is the capitalization of the Capital Trac- 
tion Co.? 

Col. KuTz. The capitalization is $18,000,000, $12,000,000 of stock 
and $6,000,000 of bonds; but our fair value, as of last July, was 
some three million dollars or more less than the capitalization. 

Mr. Lanham. Have you figured out what percentage that is on 
the fair valuation and also on the capital stock ? 

Col. KuTz. That would have been about 9 per cent. I think prob- 
ably Mr. Hanna, of the Capital Traction, can answer that question 
more accurately than I can. These figures were taken from his 
report of 1919. 

Mr. Hanna. The operating income would be 9 per cent on the fair 
value as fixed by the commission; that is, $15,000,000, or a little less 
than that. The actual fair value to-day, using the coniuiission's 
figures, would be about $15,250,000, but with the capital expendi- 
tures since June and the property in Maryland, that would be about 
$15,500,000, adding all the property of the company together. There- 
'ore, it would be about 9 per cent, or a little less, on the commis- 
sion's fair value, and it would be about 7 per cent on the capitaliza- 
tion. 

Col. KuTz. And then, of course, it is well to bear in mind that 
the present rates of fare went into effect only on the 1st of Xovem- 
ber, so there were only two months of the calendar year 1919 in which 
the company enjoyed the present rate of fare. 

Mr. Drane. That means that the percentage of profit will ad- 
vance, then? 

Col. KuTz. Will in all probability be larger this year with the 
increased rate applying, if it does throughout the year, and as- 
suming no increase in business and no increase in operating expen^je, 
and, of course, we could even anticipate some increase in business. 

Mr. Drane. The other company, the Washington Railway & Elec- 
tric Co., is supposed to be losing money? 

Col. KuTz. The Washington Kailway & Electric Co. is now be- 
fore the commission with a request for a further increase in fare, 
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making the statement that at the present rate it can earn only ^ 
and a fraction per cent on the fair value of its property within the 
District, as ascertained by the commission. 

Mr. Lanham. Are similar figures available with reference to that 
(•ompany for 1919 as to the percentage of fair value and percentage 
of capitalization? 

Col. KuTz. I think we can give you the same figures so far as 
fair value is concerned, but not so far as stock is concerned, because 
that company is very much more complex through its stock owner- 
ship of the Potomac Electric Power Co. and its ownership of stock 
and bonds of these various subsidiaries . 

Mr. Lanham. Let me ask you this question, Colonel: Is it by 
reason of the complexity of this situation, their various holdings, 
that their income is held down here on the traction company; I 
mean, is any special efficiency in the traction end of their busmess 
and the returns from that going to meet some deficit or inefficiency 
in some other feature of the business? 

Col. KuTz. No ; because we have limited our investigation to street 
railway operations within the District of Columbia. We have con- 
sidered their revenues from that source and their expenses properly 
allocated to street railway operations in the District. We have 
ignored their operations outside. 

Mr. Lanham. And the small percentage of return as a traction 
company is not due to diversion of any of their funds to take care 
of some other business? 

Col. KuTz. No. sir. 

Mr. Drane. Then, while one of these companies is earning 7 per 
cent on its capital, or 9 per cent on the fair value as fixed by the 
commission, the other is earning about 3J per cent, so they claim. 

Col. KuTz. I think about 3^ per cent. I do not remember the exact 
figure. What was it, Mr. Ham? 

Mr. Ham. I think about 3J. 

Mr. Drane. Is that on the fair value or the capitalization? 

Col. KuTZ. That is on the fair value. 

Mr. Drane. Then, as I understand it, the commission allows the 
man who is already earning 9 per cent to take a 7-cent fare out of the 
public just the same as they do the man who is only earning Sj per 
cent. 

Col. KuTz. We have not acted on the application for a further in- 
crease. 

Mr. Drane. That is being done now, is it not? Both companies are 
collecting 7 cents out of the public. 

Col. KuTz. Seven cents or four tickets for a quarter. 

Mr. Drane. But it is what we referred to as a 7-cent cash fare? 

Col. KuTz. Yes ; and under that fare which is common to both sys- 
tems one is earning approximately 9 per cent on its fair value and the 
other is earning 3J per cent. 

Mr. Overstreet. Colonel, were those valuations made by the same 
parties or by the same persons ? 

Col. KuTz. Yes, sir. 

Mr. Overstreet. At the same time, practically? 

Col. KuTz. Yes, sir. 

Mr. Lanham. I understand, however, that practical considerations 
in carrying the traffic preclude a different rate on the two systems? 
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Col. KuTz. We feel that that would be a decidedly bad thing for 
the community; that is, for the traveling public, and really a bad 
thing for the company that was granted the higher fare, because 
within the city proper these two systems parallel each other, nearly 
line for line. Of course, they do not in the suburbs. If you granted 
a 7-cent fare to one and a 5-cent fare to the other, there is going to be 
a very great shifting of patronage from one system to another. 

Mr. Lanham. The short haul probably would all go on the cheaper 
line. 

Col. KuTz. Yes. 

Mr. Lanham. And thereby congest the traffic? 

Col. KuTz. People would walk a block or two farther for the privi- 
lege of getting on the cheaper line. 

Mr. Drane. You would stai^ve one and enrich the other within 
the limits where they parallel? 

Col. KuTz. Yes, sir; and the short-haul traffic is really the profit- 
able traffic. It is the cream of the tra;c. Now, not only do we 
feel it would have a disastrous effect upon the weaker of the two com- 
panies, but we feel it would be disastrous to the traveling public. 
The Capital Traction System has practically all the traffic it can han- 
dle in the rush hours. Cars follow each other so rapidly on Four- 
teenth Street that it is most difficult, no matter how many cars you 
have, to crowd in more. Now, if that traffic is to be materially in- 
creased by shifting of patronage from one line to another, we feel 
that not only the present patrons of the Capital Traction, but the 
new patrons will suffer hardships, and that the community as a whole 
will suffer; that it is even better to permit this one company to earn 
what may be considered unusually high returns rather than incon- 
venience the public, as we feel they would be inconvenienced. 

The Chairman. Col. Kutz, would you rather make your statement 
without interruption ? 

Col. Kutz. No ; it is immaterial to me, Mr. Chairman. 

This suggested legislation has been popularly described as merger 
legislation. I would like to say for the benefit "of the committee that 
we feel that the really important item in this bill is the change in 
the tax system ; that is, we have included a provision authorizing a 
merger and we feel that ideal conditions in Washington will never be 
reached until the companies are merged, but we also realize the very 
(rreat difficulty of effecting a merger and probably the unwillingness 
of Congress to compel a merger through the only means we know of ; 
that is, by the acquisition of the properties and operating them mu- 
uicipally or turning them back to a private coi^oration at the cost 
of acquisition. So that we w^ould like to emphasize the fact that in 
our judgment the most important provision of this legislation is in 
the tax provision, the purpose being to equalize, in some degree, the 
earning power of the two roads. 

This is further brought about by another provision in the legisla- 
tion which seeks to exempt the sti*eet railways companies from the 
burden of maintaining street railway crossing policemen, as they are 
now compelled to do. This amounts, I think, to $45,000 or $50,000 
for each company, and we feel that the street railway crossing police- 
men exist for the purpose of regulating traffic, not only street rail- 
way traffic, but vehicular traffic as well : that the number of vehicles 
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other than street cars far exceeds the number of street cars, and that 
this burden ought to be borne by the community as a whole rather 
than imposed upon the patrons of the street railway companies; and 
that is what it amounts to. It is a burden that rests primarily on the 
street railway companies themselves, but* if you are going to permit 
them to earn a fair return on the investment, you must mclude this 
tax in their operating expenses. Therefore, the man who rides on 
the street car is in the end candying the entire burden imposed by 
these street railway crossing policemen. It is an unfair burden. It 
is a necessary service in the interest of the community as a whole, 
but the cost is borne by a few, by one class of our citizens. We would 
like to eliminate that. That is the second proviso of our bill. 

Mr. Lanham. Are all traffic policemen in the city paid in that 
way? 

Col. KuTz. No ; the street railway crossing policemen. 

Mr. Lanham. Wherever there are street railway crossings ? 

Colonel KuTz. Yes. 

Mr. Drane. The men who work the semaphores. 

Col. KuTz. Mr. Brownlow, are there any semaphore men other 
than these? 

Mr. Brownlow. There may be one or two, but I do not think so. 

Col. KuTz. They are practically the semaphore men. 

Mr. Woods. Colonel, you say the Capital Traction Co. owns its own 
power system. 

Col. KuTz. Yes, sir. 

Mr. Woods. And the other company owns its power system indi- 
rectly by owning the stock 

Col. KuTz (interposing). Indirectly by owning all the stock of the 
power company. 

Mr. Woods. Which of these companies furnishes light to the public 
generally. . 

Col. KuTZ. The Potomac Electric Power Co.; that is, the Wash- 
ington Railway & Electric Co. 

Mr. Woods. Have you considered whether or not you could grant 
relief by allowing a higher rate for light and power service ? 

Col. KuTz. Yes, sir. 

Mr. Woods. Which would indirectly or directly, practically, go to 
the Washington Railway & Electric Co. ? 

Col. KuTz. Yes, sir. That suggestion has been made by the Wash- 
ington Railway & Electric Co. and was a suggestion that met with 
favor by one member of the commission, Mr. Gardiner, who recently 
retired from membership on the commission; but a majority of the 
commission felt that it was unfair to shift a burden brought about 
by furnishing one kind of service to the consumers of another class 
of service, and we felt that it would never have been suggested ex- 
cept for the fact that the two utilities were in common ownership, and 
it would be like, as I said in a statement some time ago, keeping 
down the price of coal as against the rising cost of production by 
increasing the price of sugar, in case both of those commodities 
happened to be handled by a single individual. If the same people 
patronized the railway as patronized the power company it would 
really make no difference in the long run, but as a matter of fact the 
bulk of the power is not consumed by the people who travel on the 
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street railway, but is consumed by manufacturers and business men, 
and you are simply shifting a burden from one class to another class 
that should not in equity Dear it. It can be done in the way you 
suggest, but we do not believe that it is fair. 

Mr. Woods. How are the rates now? Are they high or low? 
What do they pay per kilowatt in private residences ? 

Col. Kurz. Prior to 1917, it was 10 cents a kilowatt hour for house 
service. In July, 1917, as a result of our valuation, the commission 
reduced the rate from 10 cents to 8 cents, but our action was at once 
enjoined in the courts. The court required the company, however, to 
set aside the difference between the old rate and the new rate pre- 
scribed by the commission until this question should be eventually 
decided. That case has been in the courts for two years or more and 
is not yet decided. In the meantime, the company has been setting 
aside this sum which now amounts, I think, to $800,000 or more. 

Mr. Woods. Does the statement of the company show that it is 
making interest on its investment and more on its light and power? 

Col. KuTz. I think the company is making, even at the rates fixed 
by the commission in 1917, a fair return on the fair value as fixed by 
the commission. 

Mr. Woods. Have you investigated whether it charges the railway 
company for power furnished the railway company a reasonable 
charge ? 

Col. KuTz. No. 

Mr. Woods. Or do they charge too low a rate? I can see that that 
could be done. 

Col. KuTz. The situation is this : The Benning power plant which 
is wholly the property of the Potomac Electric Power Co. is operated 
jointly by the power company and by the railway company, and the 
railway company pays its proportion of the operating expenses of 
that power plant, but as we are advised, pays no part of the fixed 
charges of that power plant, pays no interest on the initial invest- 
ment, so that the railway company is getting, if anything, a prefer- 
ential treatment from tlie power company under the contractual re- 
lations which exist between the two companies. On the other hand, 
the Washington Eailway & Electric Co. sells to the W. B. & A., 
the Washington, Baltimore, and Annapolis line, power which it 
generates in the Benning plant. It receives for the power which it 
sells more than it contributes to the operating expenses of the Ben- 
ning power plan. It is a very complex situation, but as it stands 
does not show that the street railway company is being unfairly 
treated by the power company. If there is any inequitable treatment, 
it is probably against the power company. 
Mr. Woods. Is that power produced by steam or water, or both ? 
Col. KuTz. By steam. 
Mr. Woods. Entirely? 
Col. KuTz. Yes, sir. 

Mr. ZiHLMAN. Colonel, the Evening Star last night contained a 
statement attributed to you in reference to the proposed merger or 
authority to merge the suburban lines. I would like to ask you about 
section 1 of the bill, where you allow a return of 6 per centum on the 
actual valuation as determined by the Public Service Commission of 
the District and not exceeding 7 per cent of the fair valuation of the 
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Col. KuTz. I think that 7 per cent represents an average of what 
public utility commissions throughout the country have considered 
a fair rate of return for street railway corporations in normal times. 

Mr. Lanham. Is the proportion proposed in this measure satis- 
factory to the railway people themselves? 

Col. KuTz. Well, I do not know; I have not discussed that with 
the companies. Our. first thought was to bring to the District or 
to the Federal Treasury a sum in the form of a graduated tax 
which would be approximately the same as the tax collected under 
the present system, but distributed in a different manner. 

We have taken the operations of the Capital Traction Co. for 
the calendar year 1919, and assuming that this form of taxation 
had been in effect rather than the existing law, the company would 
have earned approximately 7 per cent on the fair value of its prop- 
erty as ascertained by this commission, and there would have been 
paid into the Treasury something like $450,000 in the form of taxa- 
tion, which would have been greater, by $100,000 or more, than the 
amount paid in the last year. 

Mr. Lanham. My question was that this would not restrict them 
to a smaller earning than similar traction companies in cities of 
corresponding size around over the country are entitled to receive. 

Col. KuTz. No ; and I do not think it should. 

Mr. Lanham. I do not think so either. 

Col. KuTz. And if that is the effect of the intended legislation, it 
was not the intention of the commission ; in fact, if it were possible, 
if there were one single street-railway corporation in the District, 
we would suggest a service at cost plan similar to that which is suc- 
cessfully used in Cleveland and in some other cities of the country, 
because we believe that the people should pay what the service costs, 
and that the rates should automatically rise and fall depending upon 
the cost of that service ; but a service at cost plan in the District of 
Columbia, with two separate and distinct systems, highly competi- 
tive in the center of the city, yet with radically different earning 
powers, seems to us 'to be out of the question ; and this suggested 
graduated tax is a device for meeting the peculiar conditions that 
exist here at the present time. And, of course, if these two com- 
panies should eventually be merged, either voluntarily or compelled 
to merge through some act of Congress, then I should think that 
this proposed system of taxation might well be dropped and a serv- 
ice at cost plan substituted for it. I believe it would be very much 
better, but assuming the two companies to exist, we do not see any 
better way of equalizing their earning power than in some such 
manner as we suggest herein, nor do we feel that it could be more 
equitable. 

At first blush it looks as though to relieve one company of practi- 
cally its entire tax burden and impose it on the other would be equiv- 
alent to taxing superior ability, superior efficiency, but as a matter 
of fact, if these two companies are operating at the same car-mile 
cost, it really is not imposing a burden on efficiency, but is merely 
charging them or taxing them in proportion to the value of the privi- 
leges which they enjoy, and the fact that an unfair condition has 
existed for a number of years does not seem to be any reason why 
it should be permitted to continue; and I want to say to the com- 
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mittee that it is farthest from the thoughts of the commission or any 
member of the commission to penalize the Capital Traction System. 
We do not want that impression to go abroad. It may appear to 
have that effect, but we suggest this plan merely as the best solu- 
tion, that we think of, of this problem, better than to adopt some 
form of measured service, which will tend to equalize the conditions 
on the two systems, but not entirely equalize them. 

The Chairman. On the theory, I suppose, that if the Capital 
Traction Co. was the only company in the District, you would not 
allow it a fare which would allow it to make this rather liberal 
return on its property? 

Col. KuTz. No; as I said, the Capital Traction Co. was not a 
part}' to the petition for an increase when the fare was 5 cents. It 
is not a party to the petition which is now before the connnission 
fro]n the Washin£i:on Railwav & Electric Co. for a still further in- 
•crease. 

Mr. Drane. What is the Capital Traction Co. now making? 

Col. KuTz. The operating income of the Capital Traction Co. 
for 1919 was $1,391,000, and that was on a fair value, as estimated 
by the commission, of $15,000,000. 

Mr. Lanham. What is the capitalization of the Capital Trac- 
tion Co.? 

Col. KuTz. The capitalization is $18,000,000, $12,000,000 of stock 
and $6,000,000 of bonds; but our fair value, as of last July, was 
some three million dollars or more less than the capitalization. 

Mr. Lanham. Have you figured out what percentage that is on 
the fair valuation and also on the capital stock ? 

Col. KuTz. That would have been about 9 per cent. I think prob- 
ably Mr. Hanna, of the Capital Traction, can answer that question 
more accurately than I can. These figures were taken from his 
report of 1919. 

Mr. Hanna. The operating income would be 9 per cent on the fair 
value as fixed by the commission; that is, $15,000,000, or a little less 
than that. The actual fair value to-day, using the commission's 
figures, would be about $15,250,000, but with the capital expendi- 
tures since June and the property in Maryland, that would be about 
$15,500,000, adding all the property of the company together. There- 
:'ore, it would be about 9 per cent, or a little less, on the comniis- 
sion's fair value, and it would be about 7 per cent on the capitaliza- 
tion. 

Col. KuTz. And then, of course, it is well to bear in mind that 
the present rates of fare went into effect only on the 1st of Novem- 
ber, so there were only two months of the calendar year 1919 in which 
the company enjoyed the present rate of fare. 

Mr. Drane. That means that the percentage of profit will ad- 
vance, then? 

Col. KuTz. Will in all probability be larger this year with the 
increased rate applying, if it does throughout the year, and as- 
suming no increase in business and no increase in operating expense, 
and, of course, we could even anticipate some increase in business. 

Mr. Drane. The other company, the Washington Kailway & Elec- 
tric Co. , is supposed to be losingmoney ? 

Col. KuTz. The Washington Kailway & Electric Co. is now be- 
fore the commission with a request for a further increase in fare. 
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The Chairman. Will you tell the committee how the Interstate 
Commerce Commission defines operating income, briefly? 

Col. KuTz. The Interstate Commerce Commission does not define, 
in terms, operating income or operating loss; but it is mathematically 
defined in that it results from a combination of accounts 201, 202,. 
213, 214, and 215. But each of those accounts is very clearly defined 
as to what items, whether of revenue or expense, shall be included. 
Operating account 201 is what is known as railway-operating reve- 
nue; 202 is auxiliary-operations revenue; 213 is railway-operating^ 
expenses 

Mr. Drane. Is that substituted for 203 ? 

Col. KuTz. 213 is substituted for 203; 214, which is substituted 
for 204, is auxiliaiy-operations expenses; and then 215 is taxes as- 
signable to railway operations.; and in 215 we exclude the tax pro- 
vided in this bill, but include their real-estate taxes and their stock 
tax or income tax. 

The Chairman. Was the Potomac Electric Power property in- 
cluded in the valuation of the Washington Railway & Electric prop- 
erty? 

Col. KuTz. No, sir. It was separately valued because it is a 
separate corporation. 

The Chairman. But the commission did separately value it, did it ? 

Col. KuTz. Yes, sir. 

The Chairman. What was the valuation of that? 

Col. KuTz. The fair value, as of December 31, 1916, was $11,231,000. 

The Chairman. And that would be in addition to the $16,250,000* 
for the Washington Railway & Electric Co. ? 

Mr. Brownlow. And then there are capital additions since 1916. 

The Chairman. What return does the Potomac Electric Power Co. 
make on its fair valuation ? 

Col. KuTz. I am not able to answer that question. Mr. Ham may 
be able to say. 

Mr. Ham. I could not answer it now. I have not the data with me,, 
but I will be glad to furnish that. 

The Chairman. In a general sort of way, is it more than the Wash- 
ington Eailw^ay & Electric Co. makes ? 

Mr. Ham. As I recall it, making allowance for depreciation called 
for by the commission, and taking the commission's valuation and add- 
ing the amount expended since they made their finding, we are earn- 
ing on the Potomac about 6 per cent. 

The Chairman. Is that your understanding. Colonel ? 

Col. KuTZ. I thought they were earning between 6 and 7 per cent. 

Note. — ^The return to the Potomac Electric Power Co., on a fair value of ap- 
proximately $15,000,000, as of December 31, 1919, issuing the actual figures for 
1919 as shown on the company's books, is 7f per cent. 

* 

The Chairman. If the Washington Railway & Electric receives 
more than it pays to the Potomac Electric Power Co. for power which 
it receives from the Potomac Electric Power Co., and sells to third 
parties, it would seem as though the power company was doing 
enough for the Washington Eailway & Electric Co., would it not? 

Col. KuTZ. Yes. If anything, I think it is doing too much. 

The Chairman. You say that the Capital Traction Co. is earning 
about 9 per cent on the fair valuation, or did in 1919, as I understand 
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it, when the 7-cent fare was in operation only two months of the year. 
On the basis of the earnings of the company during those two months, 
have you estimated what the return would be for a full year, with the 
7-cent fare in operation ? 

Col. KuTz. For the year 1920 — I assume that the present tax re- 
mains unchanged ? 

The Chairman. Yes. Perhaps we can get at it in a different way. 
How much greater were the receipts under the 7-cent fare for the 
months of November and December than they would have been under 
a fare of 5 cents? 

Col. KuTz. Mr. Hanna, can you answer that? 

Mr. Hanna. The operating income for the two months of Novem- 
ber and December was $228,000. That is just about the proportionate 
part of the whole. As a matter of fact, the operating expenses in- 
creased fully as fast as the rate of fare increased. Operating on the 
basis of the last two months, the operating income for the year would 
have been $1,412,000 as against $1,309,000. 

The Chairman. I think. Col. Kutz, that the committee would be 
glad to have your statement. We will probably hear from the repre- 
sentatives of the street car companies later. 

Col. KuTZ. I did not have that figure, Mr. Chairman, but I did do 
this : I made an estimate of what the company would earn on its fair 
value in 1920 if this proposed graduated tax were in effect for the 
year 1920 rather than the existing 4 per cent tax. And even with the 
large contributions to the Public Treasury, we estimate that their rate 
of return would have been 8.66 per cent on the fair value. 

The Chairman. Do I understand that you have not made any esti- 
mate of what the return on the fair valuation of the property would 
be with the 7-cent fare in existence for the whole year ? 

Col. KuTZ. I will insert that in the record at this point, Mr. Chair- 
man. , 

Note. — The return to the Capital Traction Co. for one year, on a fair value 
of $15,000,000, based on the same expenses and volume of traffic as the com- 
pany had during 1919, but applying the seven-cent rate of fare would have 
been 13f per cent under present tax conditions and 8.6 per cent under tax con- 
ditions proposed in this bill. 

The Chairman. Is the return of 6 per cent on the fair valuation 
of the property of the Potomac Electric Power Co. based upon the 
charge of 8 cents per kilowatt hour, or 10 cents? 

Col. KuTz. Based on the 8-cent charge. I assume that is cor- 
rect? 

Mr. Ham. That is correct. 

Col. KuTZ. And of course if the courts decide that case in favor 
of the company, why that accumulation will go to the company. 
If the courts decide in favor of the commission 

The Chairman. How much would the additional 2 cents per kilo- 
watt hour mean in dividends ? 

Col. KuTz. It means about $400,000 a year. That is the difference 
between the old rates of the company and the rates established by 
the commission in 1917 — about $400,000 a year. 

The Chairman. That would mean nearly 4 per cent on the valua- 
tion of $11,000,000? 

Col. KxjTz. Yes. 

163242—20 2 
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Mr. Draxe. It would be about $800,000 in this set-aside fund 
now ? 

Col. KuTz, A little over $1,000,000 I understand, now. It is about 
two years and a half. 

Mr. Drane. This litigation has been going on for about two years 
and a half ? 

Col. KuTz. Yes, sir. 

Mr. Drane. In the district courts ? 

Col. KuTz. Yes, sir ; in the Supreme Court of the District of Co- 
lumbia. 

Mr. Wood. How does the 8-cent rate, or the rate you established!, 
compare with other cities having about the same coal prices that 
Washington has? 

Col. KuTz. I think it compares very favorably. 

Mr. ZiHLMAN. It is probably a little lower, is it not, Colonel? 

Col. KuTz. The 8-cent rate ? t 

Mr. ZiiiLMAN. Yes. 

Col. KuTz. I do not think so: not with a city the size of Wash- 
ington and with the coal prices that Washington has. 

The Chairman. I notice that the tax, under the present arrange- 
ment of taxing the gross receipts, you say amounts to about $160,000 
per year from each company ? 

Col. KuTz. I think that was the amount paid last year. 

The Chairman. That is about 1 per cent of the fair valuation 
as fixed by the commission, which is the rate paid by real estate 
here in the district. Is there any significance m those figures, or 
is that just a coincidence? 

Col. KuTz. I think it is a mere coincidence, because there is no 
relation between the two. Four per cent on gross income 

The Chairman. If there was a valuation tax and the tax rate 
was just the same as it is on real estate in the district. The com- 
panies would pay just about the same in taxes they are now re- 
quird to pay ? 

Col. KuTz. Yes. But, Mr. Chairman, the companies do pay, in 
addition to this 4 per cent tax, a tax on all their real estate. On 
all their realty of whatever kind they pay the 15-mill rate. 

The Chairman. What is included in their real estate tax? 

Col. KuTz. All their power houses and their car barns and other 
real property. The Capital Traction Co., for instance, in 1919, paid 
approximately $22,000 tax on real property. It paid $11,000 on 
capital stock and paid a Federal income tax of $95,000 and paid a 
tax of $24,000 for crossing policemen. 

The Chairman. Deducting the value of the property which is 
assessed and pays a real estate tax, from the valuation as fixed by 
the commission, what would be the amount left ? 

Col. KuTz. I will have to insert that answer in the record. 

Note. — Capital Traction Co. was assessed for real estate and improvements 
for the tax year 1918-19, $1,378,708, the tax thereon amounting to $20,680.62. 

Tlie fair value of the company's property as found by the commission as of 
July 1, 1919, is $14,270,495.51; additions to capital since July 1, 1919 (ap- 
proximately), $641,000 ; total $14,911,495.51 ; deduct real estate taxed, $1,378,708 ; 
balance, $13,532,787. 

The Chairman. Can you give it approximately ? 
Col. KuTz. I do not think I could give it even approximately, Mr. 
Chairman. 
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The Chairman. It has been suggested to me that the Public Util- 
ities Commission coul3, by its mandate, order the merger of the two 
systems in the District of Columbia. What is your idea about that ? 

Col. KuTz. I wish the commission had that power, but I do not 
believe it has under the law. 

Mr. Brownlow. I do not know what power we would have to or- 
der the stockholders to sell their stock to somebody else. 

The Chairman. There would have to be some condemnation pro- 
•ceedings to carry it into effect if the two systems refused to obey 
that order, would there not ? 

Col. KuTz. I think that is the only way the merger can be com- 
pelled, through the exercise of the right of eminent domain and 
acquisition of the properties. 

The Chairman. What would you say about the right of Con- 
gress, the power of Congress and the effect of its proceeding, if it 
simply repealed the charters and right to do business, of these differ- 
ent companies, in the streets of the District of Columbia ? 

Col. KuTz. Repeal them ? 

The Chairman. Yes. Each one of these acts reserves to Congress 
the right to amend or repeal the act. 

Col. KuTz. That is a legal question that I am really unable to an- 
swer. Of course, I think that Congress is all powerful so far as 
the District of Columbia is concerned; but I do not believe that it 
can deliberately destroy property. 

The Chairman. What I am getting at — do you think that Con- 
gress, when it passed these laws giving these different subsidiary 
companies of the Washington Railway & Electric the right to do 
business and the right to the Capital Traction Co. to do business, 
that it forever and all time obligated the District to keep these 
separate lines in existence and to go ahead doing business in that 
impossible sort of way ? 

Col. KuTz. No, sir; I do not. I think that Congress could do a 
great many things that would make it clearly to their, own interest 
to consolidate. 

The Chairman. I wish you would give a little thought to that 
und tell us what you think about it at some later time ? 

Mr. Drane. Where did these two corporations get their char- 
ters? 

Col. KuTz. From Congress. ' 

Mr. Drane. From Congress? 

Col. KuTz. Yes, sir. 

Mr. Drane. A special act of Congress? 

Col. KuTz. Yes, sir. 

Mr. Drane. Can you cite me to the 2iCt of Congress and the 
-chapter? 

Col. KuTz. Creating the Washington Railway & Electric system ? 

Mr. Drane. Each one of them? 

Mr. Brownlow\ All of those laws have been printed and they are 
given in the histories of the companies. 

The Chairman. In volume 21 of the publications of the Columbia 
Historical Society, I think it is named, there. is an article by some 
one, which gives the history of all these different lines. It is rather 
•dry reading, unless you are interested in the subject; but it gives a 
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very complete history of the legislation creating these different com- 
panies. 

Col. KuTz. We have endeavored, in our valuation reports, to sum- 
marize the history of these companies, but the actual charters are 
contained in a separate bound volume which can be furnished to the 
committee if it desires. 

The Chairman. We would be glad to have you go ahead with your 
statement. 

Col. KtJTZ. The commission has proposed, as a third item of legis- 
lation, the first two being the changes in the form of taxation and 
the relief of the companies from the burden of maintaining street- 
railway crossing policemen, that the graduated income tax to be 
levied, as proposed in section 1, be covered into a special fund in the 
Treasury, known as " Street-railway contingent fund," that fund to 
be used for street-railway extensions, track extensions, for the ac- 
quisition of additional cars, or for loans to street-railway companies 
that were unable to obtain funds from private sources for increasing^ 
the service. That would mean that these extra revenues which 
accrue to the Government by virtue of this tax would all go back in 
some form of street-railway extension or some form of extension of 
the service. It might be in the form of track construction or pur- 
chase of additional cars, which would be the property of the munici- 
pality, or in the form of loans to the company. 

That form of legislation, or that idea, is taken from the Cummins 
railroad bill as it passed the Senate, in which a railroad contingent 
fund was set up from excess earnings for much of the same purpose. 
There are street-railway extensions in the District of Columbia that 
ought to be built for the sake of improved service, and yet which do 
not promise to be compensatory within a reasonable time ; and unless 
they do promise to be compensatory within a reasonable time, the 
commission has no power, under the utilities law, to order them. I 
have in mind one particular case, the extension of the lines on B 
Street from Seventh to the Government buildings between Seven- 
teenth and Twenty-first Streets, known as the Munitions Building 
and the Navy Building. The construction of a line on B Street to 
those buildings would greatly improve the service and would enable 
thousands of Government employees to reach their destinations who 
are now compelled to walk diagonally through the Ellipse or Mall. 
It probably would not increase the revenues of either the Washington 
Railway & Electric or the Capital Traction pompanies to any ap- 
preciable degree, yet it is an improvement in the service which we 
believe that the people of the District are entitled to. There are 
other extensions needed. There must be, in the near future, a north 
and south line paralleling the Fourteenth Street line, which has 
almost reached its capacity. Such a line probably would be built by 
the Capital Traction Co., and if it can be built in that manner it 
should be built. 

Mr. Hamilton. Built in what manner? 

Col. KuTz. Built by the Capital Traction Co. out of private funds 
rather than out of this street-railway contingent fund. 

Mr. Hamilton. Would it not be better to apply funds you are 
trying to get out of them by this method than to the building of the 
B Street line, that would do them no good? 
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Col. KuTz. We see no objection to using this fund for building the 
north and south line to parallel the Fourteenth Street line, but the 
company might prefer to build it out of private funds rather than 
to have it built out of public funds and owned by the public and to 
pay rental to the public for its use. There is no intention to take 
away from private companies the right to initiate new lines or new 
business or to grow. We do not want to take away that privilege 
from the privately owned companies ; but this fund is to be used to 
aid where private companies can not do for themselves, where they 
can not get the additional funds. 

Mr. ZiHLMAN. Colonel, do I understand that you would put these 
taxes collected into a separate fund, to be known as " Street-railway 
contingent fund," and use them in the furtherance of the public 
interest in street-railway transportation in the District of Columbia 
by the extension of car lines or the purchase of additional equip- 
ment? Will that not result in a loss to the District of the existing 
revenue that you get — ^the gross receipts tax ? 

CoL KuTz. Yes; it will. But it will also bring about much 
needed extensions to the street railway service. It simply provides 
that needed extensions of street railway service, which can not be 
provided by private capital, shall be financed out of the Treasury — 
out of the General Treasury. Whether this fund is made a separate 
fund under the jurisdiction of the Public Utilities Commission, as 
suggested, or whether it is made a special fund, subject to appropri- 
ation from time to time by Congress, is a matter concerning which 
the commission is absolutely open minded. We suggested this form 
because we believed it would be the simplest method. But if it gives 
too much power to the Public Utilities Commission we are perfectly 
willing that it should not be used except upon specific appropriation 
by Congress. 

Mr. ZiHLMAN. In other words, you feel that the street car condi- 
tions in the District warrant the District of Columbia, as a munici- 
pality, contributing its gross-receipts tax to the furtherance of the 
street car traffic and extensions of the lines? 

Col. KuTz. As long as additional capital is needed for that pur- 
pose; yes. In other words, I feel that additions to the trackage in 
Washington should be made and financed by the municipality 
itself. There are very few extensions into suburban territory that 
are profitable during the first few years of operation. It is very 
difficult to say that an extension, which is apparently needed for the 
accommodation of the public, will be compensatory within a reason- 
able time. Such a fund would enable the commission to make exten- 
sions where extensions were needed and to have the existing operat- 
ing companies use those extensions at a price that would permit them 
to maintain the rate of fare that was common elsewhere in the 
District. 

Section 3 covers the fourth feature of the proposed legislation, and 
that is the proposed authorization of the merger of two or more 
public utilities operating in the District of Columbia and incorpo- 
rated by special acts of Congress and rendering like services in the 
District of Columbia. The purpose of that legislation is twofold: 
One is to permit the consolidation of the street railway companies 
and the other is to permit the consolidation of the two gas com- 
panies. 
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To take up the latter first, the two gas companies were created by 
special acts of Congress, and operate in two different parts of the 
District of Columbia, but they are in common ownership now, the 
Washington Gas Light Co. owning all the 'stock of the Georgetown 
company. But the attorney for the gas companies and our own 
corporation counsel has advised the commission that there is no 
authority under the existing public-utilities law for the actual 
merger of those two companies. A different view is held in some 
quarters. But the commission felt that we should ask specific author- 
ity for such a merger. 

As to the street railway companies, we would like to see them 
merged on terms that are fair to the public as well as fair to the 
owners of the two systems. 

The Chairman. You stated a few moments ago that the principal 
feature of this bill was the tax provision, and it seems to me you are 
right in that. But is not the principal thing, so far as the public is 
concerned, the merging of the two companies, and would not the tax 
feature and other features take care of themselves, or the commission 
could take care of those if there was only one company here? 

Col. KuTz. Yes. But the special form of tax proposed is needed 
because of the existing conditions. It is not at all necessary if the 
companies are merged. And I see no reason why it should not be 
abolished in the event that a merger is brought about. In fact, I 
think if the merger is brought about, that Congress should authorize 
a service at cost system, so that the companies will be free to go 
ahead. 

The Chairman. Under the authority of the commission to fix the 
fare, the commission could regulate the fare so that it would put the 
transportation on a cost basis? 

Col. KuTz. It can. There is no actual need for legislation author- 
izing a service at cost plan, but it will give the company a little more 
freedom of action, a little more incentive — at least, they feel that it 
would — ^than if every change in rates has to be made by the com- 
mission. They would prefer a service at cost plan which is more 
or less automatic than commission regulation. And I think both 
companies realize that a service at cost plan is not possible with the 
two companies as they exist to-day. 

Mr. ZiHLMAN. It would not force them to go to the Public Service 
Commission for increased rates and things of that kind and to be in 
a sort of uncertainty all the time? 

Col. KuTz. No. 

The Chairman. But ordinarily there is not much fluctuation in 
fares on street cars in ordinary cities, is there ? 

Col. KuTz. No ; not in ordinary times. 

The Chairman. Once fixed, the fare usually stays there. 

Col. KuTz. But the system that has bee^ devised in Cleveland <rp- 
pears to work with considerable satisfaction, both to the community 
and the companies, and I wish we might have an equally satisfac- 
tory system here. 

In the merger legislation, we suggest that anyone of the public 
utilities corporations may become the owner or operator of the con- 
solidated properties, and introduce the proviso that at no time shall 
the bonds of the corporation, at par, together with the capital stock. 
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at par, exceed the fair value of the operating properties as deter- 
mined by the Public Utilities Commission. Now, under paragraph 
76 of the public utilities law, authority was heretofore granted by 
Congress to corporations to merge their properties subject to control 
by the Public Utilities Commission as to the terms of the merger. 
In the same act a section 11 was incorporated, known as the La Fol- 
lette amendment, or antimerger law, which is held by some to modify 
paragraph 76 of the public utilities law proper, and by others as 
not restricting the powers granted to the commission under 76. The 
commission felt that the matter should be presented to the committee 
and to clear away any doubt or any difference of opinion that might 
exist, suggested specific authority for the merger of utilities ren- 
dering like services. 

We limited the merged to utilities rendering like services with 
the thought that even though a common ownership in diverse utili- 
ties, such as the Potomac Electric Power Co. and the Washington 
Railway & Electric Co., might indicate some advantage in merging 
unlike utilities, each utility should render service to the people at 
a fair cost and that it should not be possible to make up deficits on 
one of the services by increasing the price of another kind of a 
service. And we are still of that opinion. Of course it may be said 
that the commission with its inquisitorial powers, would be able to 
prevent that sort of thing ; but it would be very much more difficult 
to prevent it, if both were in a single corporation, than if they were 
separate and distinct corporations. So we believe that it is to the 
interest of the community to keep unlike public utility corporations 
separate and distinct. 

The suggestion is made that the valuation as found by the commis- 
sion is too low and should be increased, and an appeal with that in 
view has been made to the courts. Of course we anticipated, when 
we wrote this bill, that the basis of any merger would be the valua- 
tions as eventually determined by the courts and not as primarily 
determined by the commission. 

There is just one other feature of the legislation. That is con- 
tained in section 4, which is to authorize or permit needed exten- 
sions to be financed by the issue of additional stock as well as by the 
issuing of additional bonds. In reading the public utilities law 
one can not help but feel it was the intent of Congress to give the 
Public Utilities Commission the power to authorize needed exten- 
sions to be financed either through the issue of stocks or the issue 
of bonds. But the law specifically authorizes only the issue of bonds 
and our legal adviser has held that the commission can not authorize 
additional issues of stock unless first authorized or sanctioned by 
Congress. And adopting the view of our legal advisers, we ask that 
the public utilities law be amended in that respect, because we be- 
lieve that good business requires that these utilities should not grow 
in a one-sided fashion, but should grow in a logical business-like 
manner, and that means there should be some relation between the 
total amount of stock and the total amount of bonds. We have a 
case specifically before us in the Washington Gas Light Co., which 
finds it necessary to greatly expand within the next few years, an 
expansion that will involve the investment of se\'eral million dollars. 
Now, that company has no desire to finance the extension through 
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bond issues ; it wants to do it through the issue of additional stock. 
And this paragraph 4, if enacted into law, would make that possible. 

I think that finishes the general statement I desire to make, unless 
there are some questions. 

Mr. Lanham. Mr. Chairman, do you not think it would be well, 
anticipating some inquiry along that line, for Col. Kutz to inolude 
in the hearmgs just a brief resume of what he has to say with refer- 
ence to the desirability or undesirability of the zoning system ? 

Col. Kutz. The commission has given careful consideration to the 
general question of a zone system. The theory of some form of meas- 
ured service, such as is contemplated in a zone system, is reasonable 
and just; it is right that the users of a public service should pay for 
that service as far as possible in proportion to the cost of furnishing 
it to them. 

The chief advantage of the application of such a plan to the local 
situation lies in the fact that it affords a means of equalizing the dis- 
parity in net operating revenues of the Washington Railway & Elec- 
tric Co.'s system and those of the Capital Traction Co. The Wash- 
ington Railway & Electric Co. has 10 lines operating into the suburbs 
of Washington, 7 of which reach the District line, while the 
Capital Traction Co. has but 2 such lines. Moreover, the former 
company, with a trackage of 135 miles within the District of Colum- 
bia, operates daily 350 cars, carrying approximately 230,000 passen- 
gers, while the latter company, having only 64 miles of track and 
operating daily 250 cars, carries practically the same number of 
passengers. 

Notwithstanding the greater equities of the zone system, the com- 
mission appreciates the fact that from the purely civic or community 
standpoint there is great objection to upsetting a practice established 
by Congress and in force for many years and under which the 
numerous suburban sections of the District have been developed. 

Decided opposition was made by the various representatives of the 
public to the establishment of any form of zone system, most of whom 
stated that if any increase in fares were found to be necessary it 
should be in the form of a uniform rate of fare within the District 
of Columbia. After carefully weighing all the advantages and dis- 
advantages of the plan before it the commission deems it inadvisable 
to adopt any form of measured service at this time. 

The Chairman. I would like to say this: We have not determined 
upon any definite policy for these hearings, but I am anxious to have 
as many members of the committee as possible hear the testimony. 
The present situation has existed for some time, and we will probably 
not be able to cure it by any hasty action. If we take our time and try 
to study the situation and absorb what is brought out here in the hear- 
ings, perhaps we will do as well as in any other way. I wonder if it 
would be practicable for us to meet each day at 10 o'clock, say, and run 
until 12 and then adjourn. All of us have more or less to do to keep 
up with our other work, and if that would be satisfactory to the 
committee and the representatives of the companies I suggest that 
we adopt that procedure for the present. 

Mr. Ham. It is entirely satisfactory to me. 

The Chairman. How does that strike you. Col. Kutz? 

Col. Kutz. Any arrangement is satisfactory to me. 
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Mr. Brownlow. It is satisfactory to me. 

The Chairman. I have a letter here from former Commissioner 
tjrardiner, which I received yesterday, saying he would like to appear 
before the committee and give his views on the bill and would like 
to do it when the members of the commission are here. I presume 
Mr. Brownlow and the secretary of the Public Utilities Commission 
will occupy most of the day to-morrow. 

Mr. Brownlow. I do not believe, Mr. Chairman, what I would 
have to say in a general statement would be more than a repetition of 
what Col. Kutz has had to say. 

The Chairman. Some of the members of the committee may want 
to ask you some questions. 

(The committee thereupon adjourned until to-morrow, Wednesday, 
January 28, 1920, at 10 o'clock a. m.) 



Committee on the District of Columbia, 

House of Representatives, 
'Wednesday^ January %8^ 1920. 

The committee met at 10.30 o'clock, a. m., Hon. Carl E. Mapes 
( chairman ) , presiding. 

STATEMENT OF LIEUT COL. CHAELES W. KUTZ, ENGINEEB COM- 
MISSIONEE, DISTRICT OF COLUMBIA— Eesumed. 

The Chairman. Col. Kutz, we will be glad to have you continue 
vour statement. 

Col. KuTz> After reviewing the statements I made to the com- 
mittee yesterday, I would like to elaborate a little on one feature. I 
said that the difference in earning power of those two street railway 
systems was due wholly to a difference in the value of the privileges 
which the two systems enjoy in the streets of Washington. I think 
that statement is not wholly true and that it should be modified. It 
is undoubtedly true that the Capital Traction Co. enjoys greater 
popularity than does the Washington Railway & Electric Co., due, 
in the opinion of the commission, to a disastrous strike which the 
Washington Railway & Electric Co. had on its system a few years 
ago. I think that the feeling engendered by that strike probably 
has not wholly disappeared and that other things being equal, in 
the heart of the city where the two lines are in close competition, 
many patrons will take a Capital Traction car in lieu of a Washing- 
ton Railway & Electric car. If that be true, it might account in 
part for the difference in the earning power. In other words, I can 
not help but feel that what might be called the good will of the 
Capital Traction Co. is greater than that of the Washington Rail- 
way & Electric Co. 

I want to say also, to emphasize a problem that is before the 
Public Utilities Commission at this time, that we are confronted 
with an application from the Washington Railway & Electric Co, 
to still further increase the rate of fare; that is, from 4 tickets for 
25 cents, to a straight 7 cent fare, the Capital Traction Co, not being 
a party to the application. If we will take the last complete year 
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of operation of the two systems, the calendar year of 1919, and 
assume the same cost of operation and the same number of pas- 
sengers, but instead of the fares that they did enjoy the fare which 
is now authorized ; that is, 4 tickets for 25 cents, or 7 cents for a cash 
fare, the commission is of the opinion that the two companies taken 
together would have earned in excess of 6 per cent on the fair value 
of the combined systems. So that any further increase that may be 
needed at the present time would not be needed if the systems were 
one. It might be desirable, but I mean would nnt hp. essential. 

I think that completes the general statement that I desired to make, 
Mr. Chairman. 

The Chairman. Do you think there is any tendency to take either 
one line or the other because the service is better on that line than on 
the other? 

Col. KuTz. Well, the commission established a standard of service 
a number of years ago, and that standard has not been lived up to^ 
by either companv during the period of the war. I do not know that 
at any time has either company been able to live up to that standard 
in all respects, although they have at times on certain lines. It is dif- 
ficult to make comparison between the two systems in that respect. 
Both have failed, but there is not any marked diiference in the degree 
by which they have failed to live up to that standard. 

Mr. Drane. Colonel, would it be very troublesome or long to de- 
scribe that standard? Could you in a general way, briefly, describe 
the standard? 

Col. KuTz. Two standards were established, one for rush-hour serv- 
ice and one for nonnish-hour service. Each type of car was surveyed 
and the seating capacity and reasonable standing capacity of that car 
ascertained, and we established a standard based on the carrying 
caparity of the car assuming a standing ca])acitv in rush hours, and 
a seating capacity only in nonrush hours. I can give yon the stand- 
ards a little more in detail. 

Mr. AVooDS. The standard had reference to the numbrii- of people 
3'ou would allow on the car? 

Col. KuTz. Xot the number we would allow on the car but what we 
thought was a reasonable load for the car. We established a loading 
standard for the car. 

Mr. Wheeler. During the war there was more or less congestion 
at all hours, was there not? 

Col. KuTz. Yes, sir. 

Mr. Drane. Does your standard embrace in any way the attitude 
of the operators of the cars toward the public ? 

Col. KuTz. No, sir; it does not. It was simply a loading standard. 

The Chairman. In your opinion which system has the most tie-ups ? 

Col. KuTz. I started an inquiry this morning on that Jine because 
I think that is another means of measuring the character of service^ 
the number of delays or detentions, and the number of accidents. The 
condition in that respect has greatly improved during the last year. 
Conditions for December, 1919, were considerably better than for 
December, 1918, and the condition of equipment has improved gen- 
erally. At one stage during the last year or 18 months, the equipment 
of the cars on the Capital Traction Co., in the opinion of the com- 
mission, was superior to that on the Washington Eailway & Elec- 
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trie Co. Recently, the operating equipment of the cars on the latter 
system has been greatly improved, and, if anything, is superior to 
that of the Capital Traction. Those are differences which fluctuate 
from time to time, and it is impossible to say that one lines is superior 
to the other when you consider a period^ of time. 

The Chairman. What, in your judgment, is the cause of the tie- 
ups? There seems to be a great deal of complaint on the part of the 
patrons of the roads about the tie-ups. 

Col. KuTz. I think that the tie-ups are more or less inherent in an 
underground trolley system. There are really only two cities in the 
country that have the underground trolley — ^New York and Wash- 
inton. 

The Chairman. Why is that so ? 

Col. KuTz. The plow sticks in the slot. It is difficult to maintain 
a slot of absolute uniform width, and if the plow is pulled as a result 
of a slight coming together of the slot rails it results in a tie-up. 

The Chairman. Any inherent trouble of that kind would be of as 
much trouble to one system as to the other, would it not? 

Col. KuTz. Oh, yes ; it applies to both systems. 

The Chairman. Is there any way, by inspection or otherwise, to 
reduce the trouble in that respect ? 

Col. KuTz. The companies and the commission, too, have given a 
great deal of thought and attention to that matter in the last year, 
and we believe that conditions have materially improved, because 
the number of detentions in December, 1919, were noticeably less than 
in December of the year before. 

The Chairman. In a general way, what is the practice about street 
cars maintaining the traffic policemen ? 

Col. KuTz. I can not answer that question, Mr. Mapes. I do not 
know whether the information is on file in the police department or 
not. Possibly Mr. Brownlow can answer that question. 

The Chairman. Can you give us some idea of what the total gross 
receipts of the different roads are per year? 

Col. KuTz. I think they are approximately $5,000,000 apiece. 

The Chairman. The criticism has been made, Col. Kutz, that this 
bill seems to be generally for the benefit of the two street car systems 
and has not much in it to commend it to the public, or that there is 
not much in it that is for the benefit of the public. I wish you would 
tell the committee just what the idea of the commission is with respect 
to this proposed legislation — what you hope to accomplish and the 
reason for it, and so on. 

Col. Kutz. Well, it seems to me that if the public will squarely 
face the problem that is now before the public utilities commission, 
they will appreciate that their interests lie in equalizing in some de- 
gree fhe earning power of these two companies ; otherwise, it will be 
necessary to further increase the rates on the Washington Kailway & 
Electric. If we do that, we are up against another alternative ; that 
is, either to give that same increase to the Capital Traction Co. or to 
establish a different rate of fare on the two systems. I believe to 
establish a different rate of fare on the two systems would greatly 
injure the service sO' far as the public is concerned ; and to give the 
Capital Traction the same increase that we may have to give to the 
Washington Railway & Electric would mean that all the street rail- 
way patrons would pay more fare than they are paying now. 
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The Chairman. Personally, I can not helj) but feel that this legis- 
lation is more or less of a makeshift, and it seems to me that the 
statement which you made here a few minutes ago, that if these two 
companies were one they would now be earning enough to pay 6 per 
cent on the fair valuation of their property, which, under present ab- 
normal conditions, is probably a great deal more than the average 
street railway system in the country is earning, would indicate that 
the solution of this matter is legislation which will require the two 
systems to consolidate. 

Col. KuTz. I think that is the eventual solution ; yes. Whether it 
is wise to take that step at the present time is a question. We feel 
that the only way it can be done is through the acquisition of the 
properties of these two companies through condemnation proceed- 
ings and then the operation of those systems by the municipality, or 
by a new corporation that may be formed to take over the two proper- 
ties that have been acquired. It may be wise to take that step now, 
but we felt that to equalize their earning power through a change in 
the form of taxation, and to open the door to a voluntary merger on 
a basis that certainly is fair to the public when you make that basis 
the fair value of the properties as ascertained by the Public Utilities 
Commission, that that was a better thing to do at this time ; but we 
are not averse to doing the more drastic thing if Congress sees fit to 
take that step. 

The Chairman. Do you think that the taxation system as out- 
lined here in this bill, will practically force a merger? 

Col. KuTz. No ; I do not think it will necessarily force a merger, 
and it will not wholly equalize the earning power of the two systems. 
The Capital Traction system will always enjoy a greater earning 
power, and no matter whether you introduce a zone system or a 
straight-measured service system, or combine such a system with a 
change in the form of taxation, you can never make the earning power 
of these two systems equal. The Capital Traction will always have an 
advantage over the other system, arid that would be true even if the 
population of the District of Columbia increased until it became 
1,000,000 people. 

The Chairman. Of course, it will not be much consolation to the 
patrons of the Capital Traction line if they are required to pay an 
increased fare, either 9 cents or any other amount, to know that the 
income over and above a certain amount is going to be taxed 50 or 
75 Der cent. 

Col. KuTz. No; but if the fund created by that form of taxation 
is all used for providing additional street-car facilities, I think that 
they might well acquiesce, that it would be to their advantage to 
acquiesce, in that arrangement. 

Mr. Drane. Let me understand you right there. You mean by 
" the fund thus created," the tax fund taken away from them? 

Col. KuTz. Yes, sir. 

Mr. Drane. And put back into street-car service ? 

Col. KuTz. Yes, sir. 

Mr. Drane. By the Government? 

Col. KuTz. Put back in one of two ways — either by the construc- 
tion of extensions by the Government, the extensions to remain the 
property of the Government, but to be leased to these operating com- 
panies 
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Mr. Drane (interposing). In other words, we would have a form 
of Government ownership? 

Col. KuTz. It would simply mean that certain of our track exten- 
sions would be owned by the Government, either all of them or some 
of them. 

Mr. ZiHLMAN. By the District government? 

Col. KuTz. By the District govermnent or the municipal govern- 
ment. The legislation proposes three uses for the street railway 
contingent fund ; that is for the building of extensions, for the pur- 
chase of cars to be used and operated on a rental basis by the com- 
panies that need additional service or by lending the money to the 
companies, at rates of interest to be determined, in case the com- 
panies or any of them find it difficult to finance needed extensions; 
and extensions are needed at all times; that is, the companies are 
growing, the traffic is growing, and new capital must be provided 
either from private or public sources and, of course, with the present 
condition of street railroads throughout the country, many of them 
in financial trouble and many others earning little or nothing, it is 
very difficult to attract private capital. 

Mr. Woods. One result would be, would it not, Colonel, to deprive 
the Government of any tax derived from the street railways ? You 
would put the tax into this contingent fund. 

Col. KuTz. Yes, sir; it would deprive the Government of this 
gross receipts tax, but it is merely equivalent to taking that amount 
out of the Treasury and applying it to capital extensions or to per- 
manent investments, and if it is going to cost street railway com- 
panies 7 or 8 per cent, as has been stated, to secure new capital for 
street railway extensions, is it not better for the municipality to take 
this fund and use it for the extensions when money can be borrowed 
by the United States or by the District for less than 5 per cent. 

The Chairivian. Do you anticipate that this fund would be large 
enough to make any substantial extensions ? 

Col. KuTz. Yes; I do. The amount that we estimated for the 
year 1919, in case this tax law had been in effect, was $450,000. It 
would be considerably greater if the new tax law were applied to the 
operations for 1920. 

The Chairman. I suppose no street railway system and no steam 
railroad finances its extensions out of earnings, does it? 

Col. KuTz. No; we do not consider it financing out of earnings. 
We consider this as a tax that "is paid over to the governing authority 
but used by the governing authority for specific purposes, just as all 
the water revenues of the District of Columbia are paid into a special 
fund known as the water fund, and that fund is used not only for 
maintenance but also extensions of the water system. 

The Chairman. Is it your idea then that one of the purposes of 

'^he bill is to divert the money now raised in taxes from the general 

*nnd to this special fund to make the improvements and extensions ? 

Col. KtJTz. That is suggested ; yes, sir ; as desirable legislation. , 

The Chairman. Is that the primary object? 

Col. KuTz. No ; as I said yesterday, I think the manner in which 
that fund is used is of secondary importance. It can go directly 
into the Treasury as a tax just as the present gross-receipts tax is 
covered into the Treasury ; or it can be covered into the Treasury as 
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a separate fund subject only to appropriation by Congress for street 
railway purposes; or it can go into a fund subject to the control of 
the Public Utilities Commission as suggested by the legislation. 
Any one of three dispositions can be made of that fund. We sug- 
gested what we thought would be the most flexible and the most 
desirable, but that is a secondary matter. 

Mr. ZiHLMAN. But you do feel that under present conditions it 
would be next to impossible for the street railway companies to make 
extensions unless some help of this kind were given. 

Col. KuTz. I think it would be very difficult for the Washington 
Railway & Electric to make extensions, but I have no doubt as to the 
ability of the Capital Traction Co. to do it. 

Mr. ZiHLMAN. They would have difficulty in securing money ex- 
•cept out of their earnings ? 

Col. KuTZ. Yes. 

Mr. ZiHLMAN. Under present conditions. 

Col. KuTZ. But if their earnings are such as were secured in 1919 
and such as are indicated for 1920, 1 do not think they will have any 
difficulty in keeping pace with their needs. 

The Chairman. In a general way, how do you account for the 
difficulty of the transportation systems here in the city in handling 
the traffic? 

Col. KuTz. Washington grew enonnously in size as a result of the 
war, and the trackage has practically not been increased during that 
time. Additional cars have been obtained but not in sufficient num- 
bers to accommodate the people. There was delay in procuring addi- 
tional cars, and just as the Washington Railway & Electric Co., for 
instance, was about to relieve the shortage, they had a disastrous fire, 
which destroyed 32 of their cars. The Capital Traction Co. has 
been buying cars and has been improving its standard of service 
very much. The Washington Railway & Electric Co. is endeavoring 
to make good its deficiency by converting open summer cars into 
closed cars, so that they can be used throughout the year. While we 
appreciate that during the war, and even since the war, service has 
not been what it should be, and has not reached the standard fixed 
by the commission, yet there has not been a month in the year 1919 
that the service has not improved, and the commission is encouraged 
by that and feels it has had the cooperation of both the companies 
in an effort to improve the service. 

The Chairman. During the rush •hours is it practicable to use 
manv more cars than are &ing used on the tracks ? 

Col. KuTZ. The Fourteenth Sti-eet line is rapidly approaching 
the limit of its capacity, and if transportation service within the 
city is to be maintained by means of street cars — and there has been 
nothing vet suggested that bids fair to take its place — we feel that 
the Fourteenth Street line will have to be paralleled. Some years 
affo there was an application made by the Capital Traction Co. for 




from the residents of Seventeenth Street, and the commission was 
not convinced that it was absolutely necessary at that time. They 
;had a hope that a form of self-contained gasoline^ car would be de- 
veloped that might make unnecessary the building of additional 
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«treet-car tracks in the city of Washington, but some three or more 
yeare have elapsed since that time, and the hopes of the commission 
have not been realized, and now the time has come when we must 
seriously consider the building of an additional line to relieve the 
Fourteenth Street line, whether it be on Seventeenth Sti^eet or some 
other street is a question not yet determined. 

The Chairman. Going back to this question of merger, do you 
think Congress could compel a merger on the basis of the valuation 
as already fixed by the Public T^tilities Commission? 

Col. KuTz. No, sir; I do not. The valuations ascertained by the 
Public Utilities Commission were valuations for rate-making pur- 
poses. We ascertained the fair value for rate-making purposes, 
and, in the judgment of the commission, a fair value for rate-making 
purposes is not necessarily identical with exchange value or sale 
value. There are a gi-eat many elements of value tnat must be con- 
sidered when you seek to take away a man's property that are not 
necessarily considered when you are establishing a fair value for 
purposes of fixing rates. I think it would be unfair to attempt to 
force an acquisition on the basis of those figures. 

The Chairman. On what basis would you think it would be 
proper ? 

Col. KuTz. I think it would have to be determined by a condemn- 
tion jury. That jury might take the fair value of many of the 
elements and use them in ascertaining what constituted exchange 
value. I have not given the matter any special thought, but I am 
firmly convinced that there is a difference between the two stand- 
iirds of value. 

The Chairmax. Do you think it would be necessary to go over 
this valuation de novo in order to get the proper valuation for mer- 
ger purposes? 

Col. KuTz. Oh, no. I think that much of the work of the Public 
Utilities Comrpission would be valuable. For instance, the commis- 
sion carefully listed every item of property belonging to the com- 
panies as of June 30, 1914. 

Mr. Johnson. When you say " listed," do you mean valued ? 

Col. KuTz. Listed and valued. An inventory was made, and, using 
that inventory as a basis, we placed a value on all the component 
-elements for purposes of reproduction and ascertained the cost of 
i-eproduction as of June 30, 1914. All that work would be avail- 
able to a jury or a commission that might seek to fix an exchange 
A^alue on these properties, but in fixing exchange value you can not 
get away from a consideration of earning power. You might have 
two apartment houses in Washington that each cost $1,000,000. 
One might be advantageously located in the northwest and one 
might be located in the northeast, in a far less desirable situation. 
The cost of them might be identical, but their earning power 
would be very different. If you sought to acquire them by pur- 
chase or sought to compel a merger it seems to me the jury would 
be bound to take into consideration the difference in the earning 
power as well as any difference in the cost of reproduction. 
The Chairman. Is that considered in your valuation? 
Col. KuTz. No, sir; we did not take into consideration earning 
power at alL 
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bond issues ; it wants to do it through the issue of additional stock. 
And this paragraph 4, if enacted into law, would make that possible. 

I think that finishes the general statement I desire to make, unless 
there are some questions. 

Mr. Lanham. Mr. Chairman, do you not think it would be well, 
anticipating some inquiry along that line, for Col. Kutz to include 
in the hearings just a brief resume of what he has to say with refer- 
ence to the desirability or undesirability of the zoning system? 

Col. KuTz. The commission has given careful consideration to the 
general question of a zone system. The theory of some form of meas- 
ured service, such as is contemplated in a zone system, is reasonable 
and just; it is right that the users of a public service should pay for 
that service as far as possible in proportion to the cost of furnishing 
it to them. 

The chief advantage of the application of such a plan to the local 
situation lies in the fact that it affords a nieans of equalizing the dis- 
parity in net operating revenues of the Washington Railway & Elec- 
tric Co.'s system and those of the Capital Traction Co. The Wash- 
ington Railway & Electric Co. has 10 lines operating into the suburbs 
of Washington, 7 of which reach the District line, while the 
Capital Traction Co. has but 2 such lines. Moreover, the former 
company, with a trackage of 135 miles within the District of Colum- 
bia, operates daily B50 cars, carrying approximately 230,000 passen- 
gers, while the latter company, having only 64 miles of track and 
operating daily 250 cars, carries practically the same number of 
passengers. 

Notwithstanding the greater equities of the zone system, the com- 
mission appreciates the fact that from the purely civic or community 
standpoint there is great objection to upsetting a practice established 
by Congress and in force for many years and under which the 
numerous suburban sections of the District have been developed. 

Decided opposition was made by the various representatives of the 
public to the establishment of any form of zone system, most of whom 
stated that if any increase in fares were found to be necessary it 
should be in the form of a uniform rate of fare within the District 
of Columbia. After carefully weighing all the advantages and dis- 
advantages of the plan before it the commission deems it inadvisable 
to adopt any form of measured service at this time. 

The Chairman. I would like to say this: We have not determined 
upon any definite policy for these hearings, but I am anxious to have 
as many members of the committee as possible hear the testimony. 
The present situation has existed for some time, and we will probably 
not be able to cure it by any hasty action. If we take our time and try 
to study the situation and absorb what is brought out here in the hear- 
ings, perhaps we will do as well as in any other way. I wander if it 
would be practicable for us to meet each day at 10 o'clock, say, and run 
until 12 and then adjourn. All of us have more or less to do to keep 
up with our other work, and if that would -be satisfactory to the 
committee and the representatives of the companies I suggest that 
we adopt that pi'ocedure for the present. 

Mr. Ham. It is entirely satisfactory to me. 

The Chairman. How does that strike you, Col. Kutz? 

Col. KuTz. Any arrangement is satisfactory to me. 
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Mr. Brownlow. It is satisfactory to me. 

The Chairman. I have a letter here from former Commissioner 
tjrardiner, which I received yesterday, saying he would like to appear 
before the committee and give his views on the bill and would like 
to do it when the members of the commission are here. I presume 
Mr. Brownlow and the secretary of the Public Utilities Commission 
will occupy most of the day to-morrow. 

Mr. Brownlow. I do not believe, Mr. Chairman, what I would 
have to say in a general statement would be more than a repetition of 
what Col. Kutz has had to say. 

The Chairman. Sbme of the members of the committee may want 
to ask you some questions. 

(The committee thereupon adjourned until to-morrow, Wednesday, 
January 28, 1920, at 10 o'clock a. m.) 



Committee on the District of Columbia, 

House of Representatives, 
Wednesday^ Janua/ry 28^ 1920. 

The committee met at 10.30 o'clock, a. m., Hon. Carl E. Mapes 
(chairman), presiding. 

STATEMENT OF LIEUT COL. CHAELES W. KUTZ, ENGINEER COM- 
MISSIONER, DISTRICT OF COLUMBIA— Resumed. 

The Chairman. Col. Kutz, we will be glad to have you continue 
your statement. 

Col. Kutz. After reviewing the statements I made to the com- 
mittee yesterday, I would like to elaborate a little on one feature. I 
said that the difference in earning power of those two street railway 
systems was due wholly to a difference in the value of the privileges 
which the two systems enjoy in the streets of Washington. I think 
that statement is not wholly true and that it should be modified. It 
is undoubtedly true that the Capital Traction Co. enjoys greater 
popularity than does the Washington Railway & Electric Co., due, 
in the opinion of the commission, to a disastrous strike which the 
Washington Railway & Electric Co. had on its system a few years 
ago. I think that the feeling engendered by that strike probably 
has not wholly disappeared and that other things being equal, in 
the heart of the city where the two lines are in close competition, 
many patrons will take a Capital Traction car in lieu of a Washing- 
ton Railway & Electric car. If that be true, it might account in 
part for the difference in the earning power. In other words, I can 
not help but feel that what might be called the good will of the 
Capital Traction Co. is greater than that of the Washington Rail- 
way & Electric Co. 

I want to say also, to emphasize a problem that is before the 
Public Utilities Commission at this time, that we are confronted 
with an application from the Washington Railway Sc Electric Co. 
to still further increase the rate of fare; that is, from 4 tickets for 
25 cents, to a straight 7 cent fare, the Capital Traction Co. not being 
a party to the application. If we will take the last complete year 



24 REGULATION OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA. 

bond issues; it wants to do it through the issue of additional stock. 
And this paragraph 4, if enacted into law, would make that possible. 

I think that finishes the general statement I desire to make, unless 
there are some questions. 

Mr. Lanham. Mr. Chairman, do you not think it would be well, 
anticipating some inquiry along that line, for Col. Kutz to iuGlude 
in the hearings just a brief resume of what he has to say with refer- 
ence to the desirability or undesirability of the zoning system ? 

Col. KuTz. The commission has given careful consideration to the 
general question of a zone system. The theory of some form of meas- 
ured service, such as is contemplated in a zone system, is reasonable 
and just; it is right that the users of a public service should pay for 
that service as far as possible in proportion to the cost of furnishing 
it to them. 

The chief advantage of the application of such a plan to the local 
situation lies in the fact that it affords a means of equalizing the dis- 
parity in net operating revenues of the Washington Railway & Elec- 
tric Co.'s system and those of the Capital Traction Co. The Wash- 
ington Railway & Electric Co. has 10 lines operating into the suburbs 
of Washington, 7 of which reach the District line, while the 
Capital Traction Co. has but 2 such lines. Moreover, the former 
company, with a trackage of 135 miles within the District of Colum- 
bia, operates daily 850 cars, carrying approximately 230,000 passen- 
gers, while the latter company, having only 64 miles of track and 
operating daily 250 cars, carries practically the same number of 
passengers. 

Notwithstanding the greater equities of the zone system, the com- 
mission appreciates the fact that from the purely civic or community 
standpoint there is great objection to upsetting a practice established 
by Congress and in force for many years and under which the 
numerous suburban sections of the District have been developed. 

Decided opposition was made by the various representatives of the 
public to the establishment of any form of zone system, most of whom 
stated that if any increase in fares were found to be neceSvSary it 
should be in the form of a uniform rate of fare within the District 
of Columbia. After carefully weighing all the advantages and dis- 
advantages of the plan before it the commission deems it inadvisable 
to adopt any form of measured service at this time. 

The Chairman. I would like to say this: We have not determined 
upon any definite policy for these hearings, but I am anxious to have 
as many members of the committee as possible hear the testimony. 
The present situation has existed for some time, and we will probably 
not be able to cure it by any hasty action. If we take our time and try 
to study the situation and absorb what is brought out here in the hear- 
ings, perhaps we will do as well as in any other way. I wonder if it 
would be practicable for us to meet each day at 10 o'clock, say, and run 
until 12 and then adjourn. All of us have more or less to do to keep 
up with our other work, and if that would be satisfactory to the 
committee and the representatives of the companies I suggest that 
we adopt that procedure for the present. 

Mr. Ham. It is entirely satisfactory to me. 

The Chairman. How does that strike you, Col. Kutz ? 

Col. Kutz. Any arrangement is satisfactory to me. 
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Mr. Brownlow. It is satisfactory to me. 

The Chairman. I have a letter here from former Commissioner 
Cxardiner, which I received yesterday, saying he would like to appear 
before the committee and give his views on the bill and would like 
to do it when the members of the commission are here. I presume 
Mr. Brownlow and the secretary of the Public Utilities Commission 
will occupy most of the day to-morrow. 

Mr. Brownlow. I do not believe, Mr. Chairman, what I would 
have to say in a general statement would be more than a repetition of 
what Col. Kutz has had to say. 

The Chairman. Some of the members of the committee may want 
to ask you some questions. 

(The committee thereupon adjourned until to-morrow, Wednesday, 
January 28, 1920, at 10 o'clock a. m.) 



Committee on the District of Columbia, 

House of Representatives, 
Wednesday^ Janua/ry 28^ 1920. 

The committee met at 10.30 o'clock, a. m., Hon. Carl E. Mapes 
( chairman ) , presiding. 

STATEMENT OF LIEUT COL. CHARLES W. KUTZ, ENGINEER COM- 
MISSIONER, DISTRICT OF COLUMBIA— Resumed. 

The Chairman. Col. Kutz, we will be glad to have you continue 
vour statement. 

Col. KuTz> After reviewing the statements I made to the com- 
mittee yesterday, I would like to elaborate a little on one feature. I 
said that the difference in earning power of those two street railway 
systems was due wholly to a difference in the value of the privileges 
which the two systems enjoy in the streets of Washington. I think 
that statement is not wholly true and that it should be modified. It 
is undoubtedly true that the Capital Traction Co. enjoys greater 
popularity than does the Washington Railway & Electric Co., due, 
in the opinion of the commission, to a disastrous strike which the 
Washington Railway & Electric Co. had on its system a few years 
ago. I think that the feeling engendered by that strike probably 
has not wholly disappeared and that other things being equal, in 
the heart of the city where the two lines are in close competition, 
many patrons will take a Capital Traction car in lieu of a Washing- 
ton Railway & Electric car. If that be true, it might account in 
part for the difference in the earning power. In other words, I can 
not help but feel that what might be called the good will of the 
Capital Traction Co. is greater than that of the Washington Rail- 
way & Electric Co. 

I want to say also, to emphasize a problem that is before the 
Public Utilities Commission at this time, that we are confronted 
with an application from the Washington Railway & Electric Co, 
to still further increase the rate of fare; that is, from 4 tickets for 
25 cents, to a straight 7 cent fare, the Capital Traction Co, not being 
a party to the application. If we will take the last complete year 
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bond issues ; it wants to do it through the issue of additional stock. 
And this paragraph 4, if enacted into law, would make that possible. 

I think that finishes the general statement I desire to make, unless 
there are some questions. 

Mr. Lanham. Mr. Chairman, do you not think it would be well, 
anticipating some inquiry along that line, for Col. Kutz to indude 
in the hearings just a brief resume of what he has to say with refer- 
ence to the desirability or undesirability of the zoning system ? 

Col. KuTz. The commission has given careful consideration to the 
general question of a zone system. The theory of some form of meas- 
ured service, such as is contemplated in a zone system, is reasonable 
and just; it is right that the users of a public service should pay for 
that service as far as possible in proportion to the cost of furnishing 
it to them. 

The chief advantage of the application of such a plan to the local 
situation lies in the fact that it affords a nieans of equalizing the dis- 
parity in net operating revenues of the Washington Railway & Elec- 
tric Co.'s system and those of the Capital Traction Co. The Wash- 
ington Eailway & Electric Co. has 10 lines operating into the suburbs 
of Washington, 7 of which reach the District line, while the 
Capital Traction Co. has but 2 such lines. Moreover, the former 
company, with a trackage of 135 miles within the District of Colum- 
bia, operates daily 350 cars, carrying approximately 230,000 passen- 
gers, while the latter company, having only 64 miles of track and 
operating daily 250 cars, carries practically the same number of 
passengers. 

Notwithstanding the greater equities of the zone system, the com- 
mission appreciates the fact that from the purely civic or community 
standpoint there is great objection to upsetting a practice established 
by Congress and in force for many years and under which the 
numerous suburban sections of the District have been developed. 

Decided opposition was made by the various representatives of the 
public to the establishment of any form of zone system, most of whom 
stated that if any increase in fares were found to be neceSvSary it 
should be in the form of a uniform rate of fare within the District 
of Columbia. After carefully weighing all the advantages and dis- 
advantages of the plan before it the commission deems it inadvisable 
to adopt any form of measured service at this time. 

The Chairman. I would like to say this: We have not determined 
upon any definite policy for these hearings, but I am anxious to have 
as many members of the committee as possible hear the testimony. 
The present situation has existed for some time, and we will probably 
not be able to cure it by any hasty action. If we take our time and try 
to study the situation and absorb what is brought out here in the hear- 
ings, perhaps we will do as well as in any other way. I wander if it 
Avould be practicable for us to meet each day at 10 o'clock, say, and run 
until 12 and then adjourn. All of us have more or less to do to keep 
up with our other work, and if that would be satisfactory to the 
committee and the representatives of the companies I suggest that 
we adopt that procedure for the present. 

Mr. Ham. It is entirely satisfactory to me. 

The Chairman. How does that strike you. Col. Kutz? 

Col. Kutz. Any arrangement is satisfactory to me. 
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Mr. Brownlow. It is satisfactory to me. 

The Chairman. I have a letter here from former Commissioner 
Gardiner, which I received yesterday, saying he would like to appear 
before the committee and give his views on the bill and would like 
to do it when the members of the commission are here. I presume 
Mr. Brownlow and the secretary of the Public Utilities Commission 
will occupy most of the day to-morrow. 

Mr. Brownlow. I do not believe, Mr. Chairman, what I would 
have to say in a general statement would be more than a repetition of 
what Col. Kutz has had to say. 

The Chairman. Sbme of the members of the committee may want 
to ask you some questions. 

(The committee thereupon adjourned until to-morrow, Wednesday, 
January 28, 1920, at 10 o'clock a. m.) 



Committee on the District of Columbia, 

House of Representatives, 
Wednesday^ January 28^ 1920, 

The committee met at 10.30 o'clock, a. m., Hon. Carl E. Mapes 
( chairman ) , presiding. 

STATEMENT OF LIEUT COL. CHARLES W. KUTZ, ENGINEER COM- 
MISSIONER, DISTRICT OF COLUMBIA— Resumed. 

The Chairman. Col. Kutz, we will be glad to have you continue 
vour statement. 

Col. KuTz» After reviewing the statements I made to the com- 
mittee yesterday, I would like to elaborate a little on one feature. I 
said that the difference in earning power of those two street railway 
systems was due wholly to a difference in the value of the privileges 
which the two systems enjoy in the streets of Washington. I think 
that statement is not wholly true and that it should be modified. It 
is undoubtedly true that the Capital Traction Co. enjoys greater 
popularity than does the Washington Railway & Electric Co., due, 
in the opinion of the commission, to a disastrous strike which the 
Washington Railway & Electric Co. had on its system a few years 
ago. I think that the feeling engendered by that strike probably 
has not wholly disappeared and that other things being equal, in 
the heart of the city where the two lines are in close competition, 
many patrons will take a Capital Traction car in lieu of a Washing- 
ton Railway & Electric car. If that be true, it might account in 
part for the difference in the earning power. In other words, I can 
not help but feel that what might be called the good will of the 
Capital Traction Co. is greater than that of the Washington Rail- 
way & Electric Co. 

I want to say also, to emphasize a problem that is before the 
Public Utilities Commission at this time, that we are confronted 
with an application from the Washington Railway Sc Electric Co. 
to still further increase the rate of fare; that is, from 4 tickets for 
25 cents, to a straight 7 cent fare, the Capital Traction Co. not being 
a party to the application. If we will take the last complete year 
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The Chairman. With that disposition to contest all reductions, is 
it not wise for the commission to be rather conservative in granting 
increases ? 

The Chairman. I think the commission has been conservative. 

Mr. Woods. Can you prove that by the getitleman behind you ? 

The Chair3ian. Mr. Hamilton, do you want to ask a question? 

Mr. Hamilton. I would like to ask Col. Kutz if he knows, in the 
last year or within the time of his connection with the District of 
Columbia Public Utilities Commission, of anything that the Capital 
Traaction Co. could have done for the reasonable oetterment of the 
service that it has not done ? 

Col. KuTz. No ; I unhesitatingly say that the Capital Traction Co. 
has, in my judgment, done all that it could to improve its service. 

Mr. Hamilton. That is all. 

The Chairman. I was going to ask another question. Col. Kutz. I 
have heard the criticism that "there must be something the matter 
with the traffic manager of the systems here. 

Col. KuTz. You mean so far as routing the cars is concerned? 

The Chairman. Yes ; and in getting them over the ground expedi- 
tiously, etc. 

Col. Kutz. Well, I think in a big organization such as the street 
railway company, they sometimes have employees who do not do all 
they should do. We have had complaints made to us as to unbusiness- 
like conditions at certain car bams on certain routes, and we have 
sent inspectors to examine conditions, and then taken it up with the 
company, but I think there has been a consistent effort on the part of 
the company to cooperate with the commission in correcting those 
conditions, even when it involves a change of personnel. But the 
service is not perfect, and I do not think the companies will claim that 
all their employees are doing all that they should do, nor do I think 
that they will claim that their conductors and motormen are alwai^s 
as courteous to the pupUc as they should be, but during the war it 
was very difficult to get labor of any kind. Since the war labor 
conditions have improved and the companies have been more par- 
ticular in the character of the men that they employ. They have 
been letting out the inefficient ones and improving the standard of 
the service. But we, as a commission, believe that the improvement 
has been steady throughout the year 1919. The public may not 
appreciate it, but there is every evidence to indicate a higher stand- 
ard of service, and we believe that conditions ought to continue to 
improve until we reach the standards which the commission Jias es- 
tablished so far as loading is concerned. 

The Chairman. Maybe the standard fell too low ? 

Col. KuTz. You mean the standard established by the commission ? 

The Chairman. No; the standard of service established by the' 

companies. 

Col. KuTz. Well, it did. 

The Chairman. Unnecessarily low? 

Col. Kutz. I think the committee might like to hear from the 
companies as to that, but in the opinion of the commission, consider- 
ing all the handicaps, both companies have made an effort to meet 
the needs of the public. 
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The Chairman. Did you ever have an efficiency expert or anyone 
stationed at different places in the city to determine how regularly 
the cars ran on the different lines? 

Col. KuTZ. Yes ; we have sent inspectors to check the cars at differ- 
ent points on the lines to see whether they were living up to the 
schedules that they were required to file with the commission. 

The Chairman. What did you ascertain in that respect? 

Col. KuTz. Nearly all our inspections of that kind show that the 
companies are living up very well to the schedule. Now, of course, 
the schedules are thrown out by accidents, but, considering that the 
number of accidents is decreasing the number of interruptions to the 
schedule is also decreasing. 

The Chairman. I have heard a good deal of complaint along that 
line, that sometimes there might be 5 minutes between cars going to 
the same place and then there might be 25 minutes. 

Col. KuTz. I do not think those are defects that are due to an 
inefficient starter, but they are due to accidents. 

The Chairman. If that happened day after day there is some- 
thing wrong besides accidents? 

Col. KuTZ. If it happened every day I should say it was due to the 
inefficiency of the operators, but I believe that nearly every case of 
that kind can be attributed to detentions due to mechanical defects 
rather than due to defects of employees. 

Mr. Johnson. And sometimes accidents to power? 

Col. KuTz. Shortage df power. 

Mr. Johnson. Accidents sometimes happen to the power plant 
which stops the street cars on the streets? 

Col. KuTz. Yes, sir ; during the war a system of rerouting was put 
into effect aiid we are about to modify that system in some respects 
which we think will improve the regularity of the service. Some of 
the lines were given very long routes from a suburb in one part of . 
the town to a suburb in the opposite direction, the route being so long 
that any delay was aggravated before the car reached its destination. 
We have simplified the routing, and it is to go into effect on. the 1st 
of March. 

The Chairman. Are transfers allowed from one system to the 
other' at Fourteenth and H Streets ? 

Col. KuTz. I can not answer that question. 

Mr. Allen; Yes; in certain directions on certain cars, so as to 
avoid the abuse of the transfer privilege. 

The Chairman. Some time ago some one spoke to me about that 
situation. He said he asked for a transfer from one line to the other 
and received it and got on to the car and the conductor told him that 
the transfer was not good and that he would have to pay. In con- 
versation with the conductor he was told that the conductor received 
very many transfers from that point every day and that the total 
amount ran into a great many dollars per day of transfers that were 
given there and were not accepted by the other copnpany, and the 
people who had attempted to transfer had to pay a double fare. 

Col. KuTz. Were those transfers from passengers going down 
Fourteenth Street to cars going out to Mount Pleasant ? 

The Chairman. I do not remember that. I just remember the gen- 
eral statement. 
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the earning power, pending the merger of the two companies, I do 
not think of a better plan. 

The Chairman. Does any other member of the conmiittee have 
any questions he would like to ask? Would the representatives of 
any of the street-car companies like to ask Col. Kutz any questions ? 

Mr. W. F. Ham. Just a few questions. Col. JC!utz made the state- 
ment that if combined two companies would earn more than 6 per 
cent at the present rates, which, on this basis, as I understand it, of 
no change in the volume of traffic or operating expense. Is that 
correct? 

Col. Kutz. For 1919 ; yes. It is simply taking the companies^ 
statements of business in 1919 and modi:fying only that one factor ; 
that is, the rates received. 

Mr. Ham. Yet the evidence already presented to the commission 
shows that as the rate of fare has increased the volume of traffic has 
been reduced. Is not that true? Is it a safe calculation to make that 
you can count on the same volume of traffic at an increased rate, and 
has not the experience of companies, both here and elsewhere, demon- 
strated that there is a reduction in the volume of traffic? 

Col. Kutz. Well, there is a reduction in the rate of increase in the 
volume of traffic, but not necessarily a reduction in the total volume. 

Mr. Ham. Whereas the experience of the companies here and else- 
where is that the cost of operation and maintenance is showing no 
diminution? 

Col. Kutz. I think that is true. 

Mr. Ham. But on the contrary, it is increasing, and as the com- 
panies have been able to give better service, the costs of that ad- 
ditional service have tended materially to increase their expenses. 

Col. Kutz. Naturally. 

Mr. Ham. I would lute to ask Col. Kutz if he believes that a com- 
bined company earning 6 per cent would be a prosperous company 
and able to properly serve the District of Columbia? 

Col. Kutz. No ; I do not believe that 6 per cent is a fair rate of 
return for street-car companies. 

Mr. Ham. Then I would infer from your statement that even if 
there was a combined company there would be a necessity for further 
increase of fares? 

Col. Kutz. No; I do not think so. In fact, I am of the contrary 
opinion. i » 

Mr. Ham. Basing it on your own statement, if you say that at the 

E resent time, making your calculations forl920, you calculate a com- 
ined company under most favorable conditions would earn a little 
better than 6 per cent? 

Col. Kutz. 1 said in excess of 6 per cent, but I have not made the 
, computation, and I am not prepared to say what it is. 

Mr. Ham. I have not made it either. I am only accepting your 
statement. ' 

i Col. Kutz. I think I said in. excess of 6 per cent. 

Mr. Ham. I think the commissioner has stated that he thinks 6 
per cent is insufficient as the companies are maintained. That is the 
only question. 
/ Col. Kutz. I think the rate should be such, if there is a combined 

* company, as would yield not less than 7 per cent on the fair value. 
Mr. Ham. I thank you. 



REGXTLATIOK OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA. 37 

The Chairman. Are there many street-car companies in the 
United States that are now earning 6 per cent under the present 
abnormal conditions? 

Col. KuTz. I can not ssi}\ Mr. Chairman, but I think that Wash- 
ington is one of the few cities in which the street-railway system has 
been completely valued as our system has been, and we are basing 
the rate of return — 6 or 7 per cent — on the fair value, and not on the 
capitalization of the company. I think many of the statements we 
hear about street railways elsewhere are based on their inability to 
pay returns on their stock. 

Mr. Drane. On their water. 

The Chairman. If my recollection serves me correctly, I heard the 
representative of the street-car systems of the country, before the 
Committee on Interstate and Foreign Commerce some time ago, and 
I believe his statement was that there was not a system in the United 
States that was paying operating expenses. 

Col. KuTz. I can not quite accept that statement as being true; 
but it seems to me that where a commission has ascertained, in com- 
pliance with the law, the fair value of the property of the street- 
railway companies, the fair value for rate-making purposes, and 
the commission is given power to adjust rates, that it ought to be, 
and is, more or less the duty of that commission to authorize the 
company to earn a reasonable return on that investment. Now, 
whether that be 6 per cent, or 5 per cent, or some other per cent is 
a question. It has been held that any rate, 6 per cent or more, was 
not confiscatory, thereby implying that a rate less than 6 per cent 
is confiscatory. 

The Chairman. My general impression is that there are very few 
if any systems in the United States now that are making 6 per cent 
on the fair valuation of their property. Am I wrong in that, or not? 

Col. KuTz. I can not answer that, Mr. Chairman. The policy of 
the commission in all applications for rate increases from public 
utilities, during this reconstruction period, has been to establish 
rates that would yield 6 per cent, even though the commission went 
on record before the war as indicating that 7 per cent was a fair rate 
of return. 

The Chairman. What I am getting at, inferentially, is this: I 
think we all entertain the hope, at least, that the present level of 
prices is not going to be maintained as a permanent proposition ; 
and, whether or not it is, the policy of the Public Utilities Commis- 
sion of the District, taking the present concededly abnormal cost of 
operation, is to give the street-car companies now a sufficient fare 
to enable them to pay what the commission thinks is a fair return on 
their investment and a fare which, in normal times, or as prices go 
•down, will, of course, give them more than a fair return? 

Col. KuTz. Of course, it is within the power of the commission to 
reduce the rates for service if the costs of operation go down. The 
commission is handicapped in this way: That no increase granted 
by the commission is ever contested in court, but every attempt to 
decrease rates is contested in the courts. So that it has been the 
policy of the commission in granting these increases during the war, 
or during the reconstruction period, to provide for an automatic 
reduction to the preexisting rate at the expiration of a given period, 
say, six months. 
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STATEMENT OF HON. LOUIS BROWNLOW, COHMISSIONEB OF THE 

DISTBIGT OF COLXTMBIA. 

Mr. Brownlow. Mr. Chairman, as I said yesterday, I have no ex- 
tended or detailed general statement to make. I agree in practically 
all respects with the statement that was made by Col. Kntz and with 
his replies to interrogations. This matter of the suggested change 
in the taxation law was foreshadoived bv the commission in so far 
as we were concerned in our opinion granting: the present rate of 
fare, that is, the increase from the 5-cent flat fare to the present fare 
of four tickets for a quarter, or 7-cent cash fare, because had it not 
been at that time for what we considered to be a general transporta- 
tion question, the increase in rates would have been granted only 
to the Washington Railway & Electric Co., which was the only 
company that applied for an increase of rates and the only one of 
the companies which put before the commission any facts showing 
that it needed an increase. But the commission did decide that it was 
impossible to grant the increase in rates to one company without 
at the same time granting it to the other, because of the fact that 
in many of the sections of the District the lines were so highly 
compeitive that to have had a higher rate on one line than on an- 
other would have so disturbed every artery of citv transportation 
that the eflfect would have been disastrous to the street railway serv- 
ice and to the public, and also the financial effect would have been 
further to diminish the revenues of the Washington Railway & 
Electric Co., so that instead of giving relief to the company that 
had showed that it needed it, we would have been in fact takin^^ 
away from them even what thev were ffiven. 

Mr. Johnson. And also it would have congested the affairs of the 
smaller fare company? 

Mr. Brownlow. It would also have congCv^ted the affairs of the 
smaller fare company to such an extent that conditions w^ould have 
been intolerable to its patrons, so that in the opinion we gave at 
that time we said we intended to present to Congress some legisla- 
tion which would tend to equalize the earning power of the two 
companies. A proportion of the income which the Capital Traction 
Co. is now receiving it is receiving solelv because we were unable 
to grant relief to the Washinorton '"- Electric Co. without at the 
same time increasing the revenues of the Capital Traction Co. Now, 
there are just one or two statements not directly bearing on th^ ^ 
but brought out here by questions this mominp^. and particularlv 
by a question that Mr. Johnson asked concerning the very sharply 
accentuated peak lopd of the street railway companies, which I have 
been assured by engineers and traffic experts here with countrywide 
knowledge, is unique in Washington. The peak is higher and sharper 
here at the rush hours than it is in any other city in the country. 
I believe that a very great measure of relief to the traveling public 
in the matter of accommodations would be obtained by establishing 
a permanent system of staggered hours for Government Departments 
and business houses, and also for the reason that by providing more 
accommodations, fewer people would walk and more people would 
ride, and the revenues of the company would increase without a 
con^esponding increase — ^it would be some increase, but not a cor- 
responding increase — in their operating expenses. So that it would 
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be a ^ood thing for the companies, a good thing for the public, and 
a good thing tor the business of the city, both governmental and 
private business. But I must say that the heads of the departments 
refused to carry on further the staggered hours. It was not so much 
their opinion, but it was that they yielded to the almost unanimous 
opinion of their employees. The commissioners fixed the opening 
hour in the District Building at 9.30, and during the brief time 
that the staggered hour was in effect, and we held to it longer than 
anybody else, we received petitions that were signed by practically 
every person in tjie building to go back to the old hour. 

M. Drane. The old hour being 9 o'clock? 

Mr. Brownlow. Nine o'clock, the usual hour. In personal con- 
versation, however, whenever any person working for the Govern- 
ment complains about street-car service, I say, " You are largely 
responsible, because did you not sign a petition to go back to the 
old hour?" And nearly alwavs I have extracted a coniessiou that the 
petition was signed. It seems to me that that is a fundamental prob- 
lem and it ought to be corrected, either by Executive action or by leg- 
islative action, and that it ought also to include business houses as 
well as the Government departments, if that is possible. I believe 
that if the Government departments were staggered, cooperation of 
business houses might be secured. Unfortunately, the experiment of 
the staggered hours was tried at a time when the companies were so 
handicapped by reason of the epidemic of influenza and bad labor 
conditions, that they were unable to operate all their equipment and 
we never had a demonstration of what the staggered hours would 
do if the companies were at full operating efficiency. 

Mr. Drane. Could you give us a demonstration of just how that 
would work, Mr. Commissioner? 

Mr. Browni/)w. In what way, Mr. Drane? 

Mr. Drane. Tie staggered -hour proposition jou' have in mind. 
Just give us an illustration. 

Mr. Brownlow. The first thing I would do would be to arrange 
the hours, of opening for the Government departments and indepen- 
dent establishments of the Government covering the period from 
8.30 to 9.30, or from 8.15 to 9.15. and spread the traffic which is now 
attempted to be concentrated in 5 minutes over 60 minutes. Then I 
would determine what particular building should be open at Avhat 
particular hour, after a very careful curvey, such a survey as the 
Public Utilities Commission had made at one time in an attempt to 
have this system adopted, but that survey would not now serve, be- 
cause the buildings have been changed. 

Mr. Drane. The hours of individual service would be the same ? 

Mr. Brownlow. Yes, sir. 

Mr. Drane. You would start earlier? 

Mr. Brownlow. Yes; start earlier and quit earlier. Of course, 
there is a limit beyond which they can not go, so that one hour is all 
that can be considered, because you have got to have intercommuni- 
cation between the several departments, anf if you have your hour 
from 8.30 to 9.30, at least the earliest hour to quit in the afternoon 
would be 3.30, so that there are all the departments at work from 9.30 
to 3.30. 

The Chairman. How long do the men on the street cars have to 
work to take care of this peak load ? 
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Mr. Brownlow. To take care of the peak load alone? 

The Chairman. Yes. 

Mr. Brownlow. Well, it is so sharp here that it is only one run from 
one end of the line. 

The Chairman. ,Are more men required between 8 and 9 o'clock 
in the morning and 4 and 5 o'clock in the afternoon than during the 
rest of the day? 

Mr. Brownlow. Yes; that is true. 

The Chairman. What do they do with the rest of the men? 

Mr. Brownlow. They are running cars emptey part of the time. 
They have got dead mileage that could be profitably employed for 
the company and for the public. 

The Chairman. Are there as many cars run at other hours? 

Mr. Brownlow. No; not at the rush hours. 

TheCHAiRMAN. Then there are some men that will not run on the 
cars except during the rush hours? 

Mr. Brownlow. The arrangement of the runs of the men must be 
such as to give each man a fair full day's work, or else you could not 
keep the men, as they are paid on the basis of the hour wage. But 
I believe this system would more profitably employ the time for 
which the companies pay. In other words, without increasing the 
number of men and with the same amount that they pay out for 
operating wages, they would get a greater revenue and the public 
would get better accommodations. 

The Chairman. Is it necessary for the two companies to have 
a lot of men just to take care of this extra situation? 

Mr. Brownlow. No, sir. They could not get men to tkke care 
of the extra situation. They have got to give every man 8 or 10 
hours a day or they could not keep him long. They may have a 
substitute who is learning to work and works only two or three hours 
a day, but the- men are paid on the hourly basis and they could 
not get men to coriie for the hour in the morning and the hour in 
the afternoon. During the very height of the war troubles when 
labor was most difficult to secure, we did attempt to get some high 
school boys to do that work. That was done in other cities, but it 
was a mate-shift experiment that was not successful anywhere. 

The Chairman. They might pay them for eight hours and still 
not have enough work to keep them busy eight hours? Is that done? 

Mr. Brownlow. I do not think it is, Mr. Mapes. But it is not 
a question of not keeping them busy, but keeping them busy profit- 
ably. 

Mr. Woods. It is not practicable to put on extra men for the rush 
hour in the morning and in the evening? It is not done to any 
extent ? 

Mr. Brownlow. Not to involve keeping men for that purpose 
only. 

Mr. Woods. And to keep equipment that is used only a portion 
of the time. 

Mr. Brownlow. No. 

The Chairman. As a matter of fact, during the rush hour, if 
there is any particular tieup it does not take any time to see the 
cars line up for several blocks. 

Mr. Brownlow. I know more cars are on the tracks, but the street 
car companies operate over the greater portion of the 24 hours and 
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the runs are so adjusted, straight runs and swing runs, so that there 
are a greater number of men on duty at the rush hour than at the 
nonrush hour. Bu% that does not mean that the individual man 
is employed only for that particular service. The services of the 
men are so arranged that a greater part of them overlap in the 
rush hour and that would no be very greatly disturbed in spread- 
ing the rush hour instead of getting it in the present very short 
period. Of course, the companies cooperated with us in attempt- 
ing to secure what was necessary to establish the staggered-hour sys- 
tem. In my opinion the greater opposition is not a question of the 
chiefs of the Government service, but it is the domestic economy in 
the home. It is a question where, if there are three workers in 
the home who work in three Government establishments, it means 
the establishment of three different breakfast hours. That is a very 
difficult matter to solve. It is in that quarter that the greatest op- 
position lies. 

Now, coming back to the main subject, as I said, I have not any- 
thing particularly to add to what Col. Kutz has said, except that 
I do believe that the equalization of the earning power which would 
•be not accomplished but approximated by the establishment of this 
new system of taxation would, in my opinion, tend to bring about 
a greater chance for voluntary merger. I do believe that there ought 
to be a merger. If the companies can not arrive at a mutually satis- 
factory arrangement, then perhaps the legislative power ought to 
be invoked in order to force it. And so far as I am able to siee, 
the method of condemnation would be the only one by which you 
could accomplish it. 

The Chairman. How long has this present situation existed? 

Mr. Brownlow. So far as taxation is concerned, it has existed for 
many years. 

The Chairman. No ; I do not mean that. 

Mr. Brownlow. So far as inequalities are concerned? 

The Chairman. The two companies in operation have been running 
parallel in opposition to each other for how long ? 

Mr. Brownlow. For a great many years. 

The Chairman. How manv vears has there been talk about volun- 
tary merger? 

Mr. Brownlow. Almost ever since I can remember. 

The Chairman. Do you have any reason to think that they are any 
nearer a voluntary merger now than they were as far back as your 
memory goes? 

Mr. Brownlow. No, sir. 

The Chairman. As a practical proposition, in your opinion, is it 
not necessary for Congress to compel it before tliere will be any 
merger ? 

Mr. Brownlow. In all probability it will be necessary to enact 
compulsory legislation. 

Mr. ZiHL3iAN. Would not this bill that would impose a tax on 
earnings operate greatly to effect it? 

Mr. Brownlow. Very much. And also you must remember that 
whatever leverage this bill may have on the merger is not the only 
reason for the suggested change in the tax, because it relieves the 
weaker company until it shall have increased its earning power up to 
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6 per cent of all taxes except real estate taxes, and to that extent it 
relieves the financial distress which has compelled it to come again 
to the commission for additional revenues. ^ 

Mr. Woods. Do you propose an ad valorem tax in addition to the 
income tax ? 

Mr. Brownlow. No, sir; there is a tax that they pay on their lands. 
There is no other tax on their tracks or transpoi-tation or equipments 

Mr. BuRDicK. Mr. Brownlow, can the income be used for the pur- 
pose of new equipment and the extension of the line, thereby reducing 
the operating income. to be taxed? 

Mr. Brownlow. Xo, sir; not under this legislation. 
Mr. BuRDiCK. What are the features that possibly could be improv- 
ing the service? 

Mr. Brownlow. You mean what could they do to improve the 
service to increase the operating expense and thereby reduce the tax I 
Mr. BuRDiCK. Yes. 

Mr. Brownlow. As Col. Kutz suggested, they could greatly im- 
prove their equipment. 

Mr. BuRDiCK. No ; I do not mean that, but could they add addi- 
tional cars? 

Mr. Brownlow. No ; they could not purchase new cars because 
that would be a capital expenditure. They could greatly improve 
both the actual operating efaciency and the appearance of the equip- 
ment that they now have. That is, they could make increases in sala- 
ries and wages and a great many other things, but I do not believe 
from what I know of the character of the company which would be 
affected at this time that any such subterfuges would be under- 
taken. 

Mr. BuRDicK. I did not mean subterfuge. I mean by legitimate 
improvement of the service. 

Mr. Brownlow. Well, that company now is very liberal in its 
legitimate expenses, because it is endeavoring to keep up its equip- 
ment. If its rolling stock is not now at the very highest state it is 
because it has been kept on the tracks serving the people rather than 
being taken into the shops or bams to be painted. I agree with Col. 
Kutz in the opinion he expressed that both companies, especially in 
the last 12 months, have done all that was possible to improve their 
service. 

Mr. BuRDicK. What I had in mind is this. It has been stated both 
by the colonel and by yourself that this method of taxation might 
have a tendency to bring a merger nearer. If that was going to result, 
I had in mind the question whether by increasing their operating 
expenses and thereby reducing the operating income, they could add 
to the value of their plant, their road, and that in case of a merger 
their valuation would be so much more or so much higher than the 
other company and therefore the advantage would be so much more 
to the Capital Traction Co. than to the Washington Railway & 
Electric Co. in a merger and thus enhance the value of the stock 
and what is to come to their security owners. 

Mr. Brownlow. It might be possible to some extent, but I doubt 
if it would be to such a degree as to make it an important factor in 
ftuv negotiations. 
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Mr. BuRDiCK. As I explained in the first place, I did not know 
what was included in the operating expense under the provisions of 
201, 213, 2M, and 215. 

Mr. Brownlow. I can read those account numbers or hand them to 
you. I will hand you the page. I think Col. Kutz read it into the 
record when you were not here yesterday^ so I will not read it. 

Mr. BuRDicK. No; I did hear it read into the record. 

Mr. Brownlow. If you desire me to read the answer into the 
record I will do so. 

Mr. BuRDiCK. It was read into the record yesterday. 

The Chairman. Is there anything further, Mr. Burdick? 

Mr. Burdick. No, sir. 

The Chairman. It is now 12 o'clock. The committee will stand 
adjourned, under the agreement we had yesterday, until to-morrow 
at 10 o'clock. 

(Thereupon at 12 o'clock noon the committee adjourned until 
to-morrow, Thursday, January 29, 1920, at 10 o'clock a. m.) 



Committee on the District of Columbia, 

House of Representatives, 
Thursday^ January 29^ 1920, 

The committee met at 10 o'clock a. m., Hon. Carl E. Mapes (chair- 
man) presiding. 

The Chairman. Gentlemen, Mr. Ham, the president of the Wash- 
ington Railway & Electric Co., will make a statement to the commit- 
tee this morning. Mr. Ham, we will be glad to hear from you. 

STATEMENT OP ME. WILLIAM F. HAM, PRESIDENT OP THE WASH- 
INGTON RAILWAY & ELECTRIC CO, 

Mr. Ham. Mr. Chairman, I got notice from you last evening that 
you would like me to make such statement as I cared to make to-day, 
and that prevented me, on such short notice, from offering any pre- 
pared statement, and I will have to give, in a perhaps disconnected 
sort of way, such thoughts as I have on the pending legislation. 

As I see the purposes of the bill introduced by Mr. Mapes at the 
request of the commissioners, it is a bill primarily for the purpose 
of removing certain inequalities in the method of taxation, and, in- 
cidentally, including in said provisions a rule for future action which 
will make more likely a merger. This company is in favor of a 
merger. It is no new policy on the part of the company, and in a 
recent communication or report which I had occasion to make the 
stockholders, I stated this : 

It seems reasonable that a merger of the railroad properties of this company 
and its subsidiary companies with those of the Capital Traction should be 
brought about with advantage to the public and fairness to security holders. 
Such a merger, however, in the judgment of your president, should include the 
railroad lines of our companies and the Capital Traction Co. located within the 
State of Maryland as well as within the District of Columbia, and should be 
combined with a plan for service at cost guaranteeing a reasonable return upon 
tlie investment and at the same time insuring the car rider service at actual 
cost. 
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I sav that as a sort of preliminary statement, representing the gen- 
eral ideas of the president of the company. I can not speak for in- 
dividual stockholders because, as you understand, the individual 
stockholders have had no opportunity to pass upon any particular 
plan of merger, and this stock is all privately owned. 

The commissioners have outlined to the committee the inequalities 
that exist in earning power of the two systems, the Capital Traction 
system and the Washington Railway and Electric system. I can, 
and perhaps a few minutes later will, go into that in greater detail, 
but the purpose of certain provisions of this proposed act is to relieve 
companies that are now not earning a reasonable return upon their 
investment from taxation, and to that extent I feel the legislation is 
fully justified. 

There has never been any valid reason for street railway com- 
panies paying the salaries of traffic officers. Whatever may have 
been the reason for the original legislation, it has never been a just 
charge upon the conipanies and to-day is even more imjust for the 
reason that traffic officers would necessarily be stationed at all im- 
portant intersections for the purpose of regulating vehicular traffic, 
as we know is done in all cities of any size, and one of the regular 
functions of the police department as a whole is to regulate all 
traffic. 

Mr. Lanham. Mr. Ham, may I interrupt you just a moment? 

Mr. Ham. Yes, sir ; I will be glad to be interrupted at any time. 

Mr. Lanham. Of the total expense of these traffic policemen, what 
part is borne by your company and what part by the Capitol Trac- 
tion Co.? 

Mr. Ham. I do not know in exact figures, but our present bill is 
about $2,500 a month. Do you remember about yours, Mr. Hanna? 

Mr. Hanna. About $22,(J00 last year. 

Mr. Neal. It is about $60,000 a year for our company, Mr. Ham. 

Mr. Ham. I just signed a pay roll this morning for about $2,500, 
and I presume that was for one-half month. 

Mr. Lanham. The proportion, then, is aboufr $60,000 for your 
company and about $22,000 for the other company ? 

Mr. Ham. No; I think under the present basis of wages, which 
has recently been increased by congressional action, their present 
scale would be more than $22,000, perhaps something like $30,000, 
and we pay about $60,000 at the present basis of pay. 

Mr. Johnson. You pay about two-thirds of it. 

Mr. Ham. No ; it is arrived at by the volume of traffic over each 
intersection. If we have a crossing with the Capitol Traction, and 
we run 60 per cent of the cars over that intersection, we pay 60 
per cent of the wages, but as we have more intersections than they 
have, naturally our bill is greater than theirs. I do not think I am 
misstating the facts to say that this is the only city in the United 
States where a charge of that kind is le\ded upon a, street-railway 
company. I have made inquiries, and have been Unable to ascertain 
any other city where a charge of this kind is made. 

The Chairman. My recollection is that Col. Kutz ffave the figures 
as $45,000. ^ . 

Mr. Brownlow. That was for last year. 

The Chairman. Was that for one company or for both companies? 
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Col. KuTz. My impression was that the Washington Eailway & 
Electric Co. paid about $45,000 under the old rates for policemen, 
and I had not applied the new rates. 

Mr. Ham. I can give that exactly. The bill for one-half month 
was $2,4:54.80. I signed the check before coming up here, which 
makes it almost $5,000 a month, or about $60,000 a year. 

Xow, whatever might become of the balance of this bill, I would 
certainly hope that the companies might be relieved of that very 
unjust form of taxation. We have made counts at these various 
intersections and find that the vehicular traffic and the traffic of 
j:)edestrians greatly outweigh any street-railroad traffic at those 
];)oints, and I can see no possible justification for the continuance of 
that form of taxation. 

As to the relief of the companies from the 4 per cent tax on gross 
earnings, I think that is entirely justified from several angles. First, 
it is a tax upon the franchise where there is no value to the fran- 
chise if a company is earning no more than a reasonable return 
upon the value of the property in which the franchise value has been 
eliminated. In the valuations fixed by the Public Utilities Com- 
mission no value has been allowed for franchises. We are earning 
less than 6 per cent upon the values fixed by the commission, ana 
therefore it can not be claimed that we are earning anything on the 
franchise. Therefore, it seems to me, for that reason alone there is 
no justification in a franchise tax upon a company that is not earn- 
ing a reasonable return upon its physical property without any allow- 
ance for the value of the franchise. 

The second reason I think that is a burden from which the car 
rider should be relieved is because of the determination 

Mr. Johnson (interposing). Mr. Ham, before you get to that, in 
all of the propositions that have come before this for the munici- 
pality to take over the street railways, the railway companies have 
stoutly contended that their franchises were valuable, and if taken 
over that they should be compensated for them, and one attorney 
came down here from New York and made such an able argument 
along that line that he convinced me he was right. Xow, are you 
just waiving the value of the franchise right 

Mr. Ham (interposing). Not at all. 

Mr. Johnson (continuing). For the sake of the argument here? 

Mr. Ham. No, sir ; we are still maintaining the value of the fran- 
chises. 

Mr. Johnson. But contending that you should not be taxed on 
them. 

Mr. Ham. Not when we are earning less than a reasonable return 
upon the value of the property exclusive of the franchise value. 
That is the only point I am trying to make. 

Mr. Johnson. Do you remember the name of the attorney who 
argued that question here? 

Mr. BowEN. Capt. Holm, of NewYork, Mr. Johnson. 

Mr. Ham. Is that all, Mr. Johnson ? 

Mr. Johnson. Yes. 

Mr. Ham. I started to say that I think the car rider should be re- 
lieved from the burden of taxation in the form of this 4 per cent tax 
for this additional reason : Some 25 years ago Congress determined 

163242—20 4 
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that there should be in Washington an underground system of street 
railways. I believe that adds as much toward the beauty of the city 
as anything could, but it is a very expensive luxury. It has cost the 
companies a great deal more to install that class of service, and it 
cost the companies a great deal more to maintain that kind of con- 
struction. We are the only city, with the exception of New York, 
that has the underground trolley. I believe then that that might 
well be a burden upon the general community because of the fact 
that regardless of the value of the ride to the car rider, there has 
been this expensive construction forced upon the companies which 
has added very materially to the general beauty and attractiveness 
of the city. 

I would, in our case particularly, urge that there would be entire 
justification for waiving this 4 per cent tax on gross earnings for 
the reason that it was originally through the operation and construc- 
tion of our properties, which extend largely into suburban territory, 
that the general tax has been very largely increased. One of our 
directors has termed our company a city builder and a tax producer, 
and that is absolutely true; and in getting at the merits of this 
street-railway situation, you must not overlook, as you will find to 
be the fact on investigation, that it is this company that has de- 
veloped the District of Columbia and surrounding territory. We 
have developed that at financial loss to the owners, but at great 
profit to the community and to the Government in the increased 
taxes it has received on the property that has been built up through 
the continued operation of our company. I do not want to weary 
you on this point, but some time ago I had occasion to look into that 
very question of the increase in taxable values to see what contribu- 
tion the community was getting through the property which had 
been developed largely owing to the presence of our companies there, 
and we will take a line which has never been a source of anything 
but loss to our company, has never paid operating expenses, and is 
being maintained to-day at a loss in absolute failure to meet operat- 
ing expenses, on the Tennallytown line. I had a clerk go to the office 
of the tax assessor and get the values at random of property situated 
on all of our suburban lines, and on the Tennallytown line, I will just 
read two or three cases. In 1899 and 1900, the Shoemaker tract near 
the District line, squares 1578, 1658, and so on, averaged $250 an 
acre. 

Mr. Johnson. At sale or at assessment? 

« 

Mr. Ham. Assessment. They are now assessed for $1,500 an acre, 
showing an increase of 500 per cent. Wisconsin Avenue Park, 
square 1669, and other squares at that time was assessed at one-half 
cent per foot. There is to-day an average assessment of 15 cents per 
foot. Mount Airy, square 1736, 4^ cents a foot, average now, 15 
cents per foot, and so on. That same presentation of facts applies 
to every one of the suburban lines that is operated by the Washing- 
ton Railway & Electric system, and it is because we are a tax pro- 
ducer, a city builder, a home builder, that we feel that a company 
that is not in the position where it earns a reasonable return upon 
its investment might, with propriety, be excused from paying a 4 
per cent tax on its gross earnings, because of the very large tax that 
is brought into the Treasury of the District through the continued 
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operation of these lines, and the fact that these values will largely 
disappear — or perhaps if not largely, materially disappear — if, by 
force of circumstances, we are compelled to abandon the operation 
of any of these lines. 

Mr. ZiHLMAN. For what years were those figures given ? 

Mr. Ham. For the 20-year period from 1899 and 1900, compared 
with 1917 and 1918. 

Mr. ZiHLMAN. When was this line organized there? 

Mr. Ham. The Washington Traction & Electric Co., to which the 
Washington Railway & Electric is the successor, in fact, was or- 
ganized in 1899, and it was at that time that a merger of those 
properties was brought about. 

Mr. ZiHLMAN. Had not that section of the city a street-car service 
prior to that time? 

Mr. Ham. They had a very indifferent service; that is, some of 
these sections had and some of them had not. The particular line 
I mentioned had had a road out there since along about 1891 or 
1892, but it was run as a separate company, with a separate rate of 
fare, with no through connections. It was a decidedly second or 
third rate electric line, even in those days. When the Washington 
Railway Co. got possession it changed that whole situation. It en- 
tirely rebuilt the tracks, it put on new cars, it established a free 
transfer with the Tenleytown line at Thirty-second Street, so that it 
gave those people all of the facilities into the city at the low cost 
of carfare which obtained in the city, and a reduction in the cost 
of fare to them at that time of 50 per cent. So that, as a matter of 
fact, the patrons of the Georgetown & Tenleytown line to-day are 
paying for carfare, even with the rates that have been authorized 
by the commission, no more than it paid 20 years ago. 

?fow, if this had been accomplished with profit to the company, 
you might say that we had made our money and we ought to be 
satisfied, but it has not been accomplished with profit to the com- 
pany. Every one of these suburban lines has from the very begin- 
ning been carried at a loss. Along in 1914, 1915, and 1916, when 
it looked as if we had come out of the darkness and were getting 
our road firmly established, some of the roads, or rather one of 
them, paid a dividend. The City & Suburban paid a dividend in 
two or three years, I think, a total for that whole period, of 10 per 
cent; that is, dividends for two years at the rate of 4 per cent and 
for one year at the rate of 2 per cent. Every other one of these 
lines has been run without any return whatever to the owning com- 
pany and are still at this time being operated at heavy loss. It is 
for that reason, simply on the merits of the proposition, that I 
would say that this company, or any street railway company that 
is operating its property through force of circumstances at a return 
of less than a reasonable return upon the reasonable value of the 
property, might very properly, for the public interest and for the 
good of the riding public, oe excused from taxation of this character. 
This bill does not contemplate relief from taxation upon real estate. 

Mr. Johnson. During the 20-year period of which you have just 
spoken, has your street car company owned any real estate in the 
developed territory out there, the value of which has been enhanced? 
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Mr. Ham. Nothing except the property which it required for its 
own immediate purposes. It was never a proposition of the com- 
pany making up— ^ — 

Mr. Johnson (interposing). The company as a company has not 
speculated in real estate out there? 

Mr. Ham. No, sir; it has not. 

Mr. Johnson. And therefore has not been paid in that way ? 

Mr. Ham. No, sir. 

Now, we come to the next proposition, but before taking that up 
I wish to say that in addition to these two allowances which are con- 
templated in the pending legislation I am firmly of the opinion that 
in the public interest and for the good of these companies there 
should be relief given in the form of allowing the cost of new paving 
to be borne by the community rather than at the expense of the 
companies. 

As to the question of maintenance of paving after it has once been 
laid, I think that depends upon circumstances and might possibly be 
covered by legislation which would permit the cost of paving to be 
assessed against the street railway companies or borne by the Dis- 
trict, within the judgment of the commissioners as to what is fair 
and just. I do not know just how that would be brought about, but 
in the case of new paving it seems to me that there is a gross injus- 
tice being worked upon the companies, and it falls with particular 
weight upon our companies having a large suburban mileage in a 
territory which is bound to be developed and where, as street improve- 
ments are made, a tremendous burden will fall upon these companies, 
where it will be absolutely unproductive of revenue. 

Mr. Johnson. Are you speaking of the 2 feet on the outside of 
each rail ? 

Mr. Ham. The distance between the tracks and the space 2 feet 
outside of the rail. 

Mr. JoHNSOx. You are not speaking of any other paving ? 

Mr. Ham. No. That is a relic of horse-car days. There is no 
doubt that when horse-car lines were built, the travel of the horses 
up and down did wear out the pavement. The situation is abso- 
lutely reversed now. With electric power the cars run over a firm 
structure and have nothing to do with wearing out the pavement 
except in so far as there is necessity for repairs to the tracks or where 
there comes vibration due to the weight of the cars over the rails. 
As a recent illustration, one of our companies which during the year 
1919 did not earn operating expenses was forced by the District of 
Columbia to an expense of $50,000 for reconstruction of track and 
repavement of track on Rhode Island Avenue for the short distance 
from Fourth Street to Twelfth Street ; $50,000 in that short distance. 
The company was unable to do it and protested against this charge, 
but the commissioners felt it was a proper charge according to law 
against the company, and it may be that it is according to law that 
we should bear that expense. Unfortunately, this company at that 
time was necessarily in default in its interest, as we are again at this 
time, and we were without funds to do this, and the District con- 
sented to do this job and charge it against our account. 

I suppose we will be sued later on to collect this amount of $50,000. 
The same thing is true to-day on Brightwood Avenue where I think 
for a distance of either 1 or 2 miles of double track we are about to 
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have a similar burden placed upon us. I think this committee might 
Tvell consider the question as to whether it would not be just ior* 
these companies to be relieved from at least the initial cost of pav- 
ing, and I would be glad for them to get the opinion of the District 
Commissioners on that point. 

Mr. Woods. Mr. Ham, on the question of taxation, is there any 
reason that occurs to your mind why, if you are relieved of this gross 
receipt tax, your company should not pay an ad valorem tax on the 
value of its tracks and physical properties other than its real estate ? 

Mr. Ham. Yes ; I think any public utility which is necessary to the 
welfare of the public, which through force of circumstances is being 
operated at a loss — ^that is, at a figure which fails to yield a reasonable 
return upon the value of the property — ^should be relieved from all 
taxation ; and I would say that this is not an idea of my own alone, 
but in the most successfully operated service at cost plans all local 
taxation is waived. Take the city of Cleveland, the street railway 
company in Cleveland pays no taxation. They mav on real estate, 
but nothing on what you might call the privilege ot doing business. 

I think that public utility companies, absolutely essential to the 
public welfare, can properly be relieved from taxation of a special 
character. That they should be relieved of taxation on real estate, I 
have my doubts, because it might encourage the companies to carry a 
lot of real estate that they did not really need simply for the purpose 
of escaping taxation. 

Mr. Woods. Do you think an ad valorem tax on the physical prop- 
erty that it owns is of a special character? Everybody pays that tax. 
Why should not the traveling public here pay the same tax that they 
are required to pay in other cities of the country ? 

Mr. HAii. As I say, I believe the tendency is to put that burden 
upon the general community rather than upon the car rider, and 
to my mind that is manifested most forcibly in those cities where the 
street railways are being successfully operated under a service at 
cost plan. It does not make any difference whether you get it out 
of the general fund or whether you get it out of the car rider, of 
course, it all comes out of the public. 

Mr. Woods. Have you any fibres showing the average tax paid by 
street railway companies in cities of this size and larger? 

Mr. Ham. I have no fibres available, but I would not say that 
our tax is exceptionally high, because you see we have taxation only 
to the District, outside of the Federal taxes which we bear along 
with all other corporations, whereas many corporations have a muni- 
cipal and a State tax, and those taxes have taken a variety of forms 
in the way of a tax on the franchise and on the value of the securi- 
ties, and all sorts of different forms of taxation. I am not claiming 
that our taxation is exceptionally high or higher than that which 
obtains in many other cities, but I do state that the tendency among 
those who are giving this subject the deepest thought is that this tax 
burden might better fall upon the general community rather than 
upon the carrier. 

Mr. Johnson. Mr. Ham, getting back to your contention that the 
street car company should not bear the cost of the upkeep of the 
highways within the tracks and 2 feet on the outside of the out- 
side rail, I would like to ask you this question : Under the accepted 
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construction of our rules of the House, bridges are a part of the 
highway system of the District of Columbia. Would you ask thai 
the street car companies be absolved from participating in the build- 
ing and upkeep of the bridges over which their street cars pass? 

Mr. Ham. I think that depends entirely upon the theory that you 
are going to adopt. If you want to adopt the theory that these ex- 
penses ought not to be borne out of the general fund, certainly you 
would have them pay for a proportion of the cost of the bridges and 
the upkeep of same; but if you adopt the other theory, that you 
are going to relieve the car rider of these burdens, then I think 
they would not pay for the cost of construction and maintenance 
of the bridge. 

Mr. Benson. Mr. Hani, if I understand your position in this mat- 
ter, it is that in view of the fact tliat the rates of the public utilities 
are fixed, pretty universally, and are fixed here, by public utility com- 
missions, and that you are only permitted to earn a reasonable return 
upon the amount invested in these securities, as far as the stock- 
holders of the street railroad companies are concerned, it fnakes no 
difference to them whether you pay a tax or do^ not pay a tax, pro- 
vided you are fairly treated by the commission, because if you do 
pay the tax, then the car fare has to be increased to a sufficient 
amount to pay operating expenses and the tax. 

Mr. Ham. That is it precisely. 

Mr. Benson. And your idea is that the people in the community 
who own property had better pay these particular taxes on their 
property than to have the community pay it in carfare irrespective 
of whether they own property or not. 

Mr. Ham. Yes, sir; that is very well illustrated by a remark a 
man made to me the other day. He said, " Well, I jumj)ed on one 
of your cars this morning for the first time in about six months." 
He had been using an automobile. We furnish that standby serv- 
ice for that man all the time. The railroad was there for him to use 
whenever he wanted to use it, and he used it about one time in 
six months, and all the tax he paid for that service was one of these 
little four-for-a-quarter tickets. I came near saying 7 cents, but 
it is not 7 cents ; that is a delusion. He paid probably one of those 
tickets and yet he has that railroad out in front of his premises and 
is not paying in general taxation anything for having it there. So 
I think it should be considered from the standpoint of the man 
who has this service there at his command but does not use it, and 
that he should pay a portion of this tax which would otherwise 
fall upon the man who does use it. 

Mr. Johnson. Mr. Ham, getting back to the cost of building 
bridges and the cost of maintaining them, let us take the Calvert 
Street Bridge. I believe that most disinterested people will admit 
that there is no use for a new Calvert Street Bridge except for the 
accommodation of the street car companies, inasmuch as the far end 
of the Calvert Street Bridge is within a few hundred feet of the 
Connecticut Avenue Bridge, and all vehicular traffic, except street 
cars, could use the Connecticut Avenue Brigade. Would you take 
the position that the street car company using the Calvert Street 
Bridge should not, at least, participate in its construction and 
maintenance. 
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Mr. Ham. Well, I simply would answer, Mr. Johnson, that that 
is according to what theory should be followed by Congress. If you 
want my own idea about that, as a citizen and as a railroad man, 
I would say that the Calvert Street Bridge ought to be built out of 
public funds, because it is a permanent improvement, not for the 
benefit of the street railway company, but for the benefit of the 
whole community, and if a permanent improvement of that kind 
is not to be built of public funds, I do not know what should be built 
out of public funds. I have lived in that locality all my life. I 
have property near there and I know the situation, and I can con- 
ceive of no justification for that to be assessed against abutting prop- 
erty owners, and I think the whole expense should come out of the 
Government or the District of Columbia, whichever it is. 

Mr. Johnson. I was speaking more particularly of street car 
companies than of abutting property. 

Mr. Ham. I would still think, personally, that that particular 
bridge, if rebuilt, ought to be at the expense of the community, but 
T can understand your viewpoint. 

Mr. Johnson. With the right of the street-car people to use it ? 

Mr. Ham. That is not our line, and I do not know all about the 
circumstances in connection with the building of that bridge. I 
had a faint idea that the bridge was built at the expense of the 
railroad company in the first instance and presented to the district. 
If that is true and the district has had the free use of that bridge 
for 25 years, I think the least the district could do now would be 
to give them a new bridge. 

Mr. Johnson. If I am not mistaken there have been frequent ap- 
propriations made for the maintenance of it out of the district 
treasury. 

Mr. Ham. I am not familiar with the matter at all. 

Mr. Johnson. I found in the debates that happened at the time 
the Connecticut Avenue Bridge! was built it was said that the build- 
ing of the Connecticut Avenue Bridge would relieve the District of 
Columbia of the cost of maintaining the Calvert Street Bridge, 
and also that the company asked to replace it with a new bridge. 
That was one of the arguments in favor of the cement work on 
the Connecticut Avenue Bridge. 

Mr. Ham. I think we are all very glad the Connecticut Avenue 
Bridge was built. I do not know what we would do if it were not 
there. 

The Chairman. I understood you to say you thought Cleveland 
only taxed the real estate of the street car companies? 

Mr. Ham. That is my understanding. 

The Chairman. Do you know of any other place where that is 
done? 

Mr. Ham. I think that is the tendency in cities where they adopt 
the service-at-cost plan. You can readily see why it would be so. 

The Chairman. Is there any other city where that is done ? 

Mr. Ham. I do not know about taxation, Mr. Ma pes. I do not 
want to make a misstatement of fact, but I know that is the tendency, 
as I have heard it discussed by regulatory bodies themselves at 
conventions of commissioners, where the desirability of relieving 
public utilities of this sort of taxation in the public interest has 
been advocated and advised. 
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The Chairman. If this tax law is repealed for practical purposes 
it would relieve the AVashington Railway & Electric. Co. of all taxa- 
tion except the tax on its real estate, which would be almost nominal, 
would it not ? 

Mr. Ham. It would, temporarily, until such time as we get back 
to a degree of reasonable prosperity, at which point I was going to 
take up another feature of this bill. 

The Chairman. The Washington Railway & Electric Co. is en- 
tirely a holding company ? 

Mr. Ham. No; the Washington Railway & Electric Co. operates 
about 100 miles of track. I think it is necessary for the committee 
to get a little picture of our financial structure in order to come to 
any conclusion as to what it would be physically possible for us to 
do. You nmst know something about our financial structure. 

The Washington Railway & Electric Co. itself owns and operates 
103 miles of single track. It owns the controlling interest and in 
most cases nearly the whole of the capital stock of other companies 
with a mileage of 73, making a total mileage of the Washington 
Railway & Electric Co. system 176^ miles. 

The Chairman. How many other companies are there? 

Mr. Ham. There are four other operating street i:ailway com- 
panies. 

The Chairman. Is that mileage all within the District or part of 
it outside ? 

Mr. Ham. That mileage I have given you is the total mileage in 
the District and in Maryland. The mileage of the system within 
the District is about 130 miles. 

The Chairman. I understood you to say the owning company had 
not paid any dividends except the 10 per cent dividend which you 
spoke of. 

Mr. Ham. No ; I do not mean to say that. I meant that the out- 
lying suburban companies had not paid any dividends. The Wash- 
ington & Rockville Co. has never paid any dividend; the George- 
town and Tennallytown Co. has never paid any dividend ; the Wash- 
ington Interurban Co. has never paid any dividend; and the Wash- 
ington, Woodside & Forest Glen Co. has never paid any dividend. 
The City & Suburban Co. is the one which has paid dividends, and 
it has paid dividends aggregating 10 per cent in 20 years. That is 
not the owning company. The owning company has paid 5 per cent 
dividends upon its preferred stock since about 1904. The common 
stock 

The Chairman (interposing). What do you mean by the owning 
company ? 

Mr. Ham. That is the Washington Railway & Electric Co. 

The Chairman. You named five companies there. I thought you 
did not have more than four. 

Mr. Ham. The Potomac Electric Power Co. is a separate company. 

The Chairman. You named more than four railroad companies. 

Mr. Ham. I mentioned one through inadvertence. The Forest 
Glen Co. is a part of the Washington & Rockville Co., and that is 
what caused the duplication. 

The Chairman. You say you favor a merger of the systems in the 
District. What steps have ever been taken on the part of the com- 
panies to merge? 
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Mr. Ham. There has not been much of anything done, except some 
conferences to see whether it was possible to get together. 

There is no possibility of a merger until there is legislation, or a 
repeal of legislation already enacted. We are prevented by legisla- 
tion from merging at the present time, and I can not understand why 
these companies are held up as rather to be blamed for not doing 
the very thing that Congress has prohibited them from doing. 

The Chairman. What is there that prohibits them from doing it? 

Mr. Ham. There was a merger plan which met with some objec- 
tion, advanced prior to 1913. Congress passed the public utilities 
act in 1913, and at the same time there* was attached the La FoUette 
amendment, which was passed, as I believe, for the purpose of killing 
a proposed merger, which at that time was being — ^there was an effort 
to bring it about through the means of the Washington Utilities Co. 

The Chairman. The Washington Utilities Co. act was passed for 
the express purpose of bringing about a merger, was it not? 

Mr. Ham. No ; absolutely not. There was no such intention. 

The Chairman. What other purpose did it have? 

Mr. Ham. The public utilities act, regulating the street rail- 
ways 

The Chairman (interposing). I am speaking of the act creating 
the Washington Utilities Co. 

Mr. Ham. The Washington Utilities Co. was created, I think, 
through a charter granted by Virginia to bring about a merger of 
all the street railways, and perhaps more than that, in Washington 
and in surrounding territory. 

The Chairman. That was the purpose of that legislation, was it 
not? 

Mr. Benson. It was simply a charter granted by the State of Vir- 
ginia; it was not legislation. 

Mr. Ham. That was a charter granted to the Washington Utilities 
Co. by the State of Virginia to permit this company to go forward 
with that plan of merger. 

This particular plan was looked upon with disfavor; it was 
thought to be a stock- jobbing scheme, and so considered by the then 
engineer commissioner, Maj. Judson. I believe it was very largely 
due to the fact that this Washington Utilities Co. did have these 
ambitious plans for bringing about a merger of the utilities in and 
around Washington that the public utilities act was passed, in order 
that there might be strict regulations of public utilities within the 
District of Columbia, and in order that Congress must be relieved of 
those duties which had formerly fallen heavily upon the District 
Committees of both the House and the Senate. 

So doubtful was Congress of the purposes of this Washington 
Utilities Co., as I think — I may be wrong about it — ^that they added 
to the public utilities act what was known as the La FoUette amend- 
ment, which in terms prevented any one public utility operating 
within the District of Columbia owning in excess of 10 per cent of 
the stock of any other utility operating within the District. 

The very fact that the District Commissioners are before Congress 
now asking for the power to enable them to bring about a merger is 
further evidence of the fact that the right to merge does not now 
exist.' So, how can these companies be blamed for not having volun- 
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i\\v\\\ inorgod, when there is no machinery provided by which they 
CiMihl iuor>?o, if they wanted tof 

Tho ( -iiAiRMAN. Is it possible for one company to sell its plant to 
I ho otiior and accomplish a merger in that way? 

Mr, Ham. Under existing law? 

Tlio (Chairman. Yes. 

Ml', Ham. I think it could under existing law sell the plant to the 
filluM' rom|)any. 

Mr. JoiiNHON. The selling company would have to go into liquida- 

IIOM. 

Mr. Ham. Of course, there is the trouble. All of the property of 

niir cniimnnios is mortgaged. 

Mr, \\'oni>H. Ts there any inhiliition of the transfer of the franchise, 
In 1Im« oriixinal act granting the franchise? 

Mr. II AM. Yos: I think there* is. I doubt, myself, whether the ex- 
lillii^r jHihlic utilities? act is ]»road enougli to permit the sale of the 
I'imihIhhc and the physical propei-ty of one company to another coni- 

|iilllV. 

Mr. Hknhon. It is not a practical thing anyway, is it, to sell out 
I hi' )iro|H»rty nnd pay off the mortgages. The mortgagor might buy 
IliM |»ro|u»rty and let the mortgages stay where they are. To pay 
llii'iii oil' entirely would take more money to handle the proposition 
III, III in merge? 

Mr. Mam. Oh, yes. 

Ml. Ih'-Kn. What is the mileasre of the Capital Traction Co.? 

\\\ . 1 1 AM. That mileage, as I have it. is 69.6 miles. 

,Nlr Ih'iof). You have 110 miles more than the Capital Traction Co.? 

Mr. IIam. We have 176 miles and thev have 69. 

Mr. Kki'JO. Ts your company connected with any other companies? 
|,i )| I'Mnneded in any way with the Washington, Baltimore & An- 
li.jholi'' line, or is that an entii-ely separate company? 

Vh Mam. We have no financial interest in it. but they have a per- 
hi I iijil right to enter Washington over our tracks. 

Mr. Ih-Ki). Tliat is the only connection between the two companies? 

Mr. IIam. We also sell them power, but we have no financial in- 

\ti Ui\''4>, They do not figure in any way in the merger? 

Mr. Ham. No. 

Vh Hi riK 1h the little line operating between Washington and Mt. 
\ I I nun n sepni'nte line? 

Ml Ham, Thai is entii'oly se]^arate. We sell them power, and they 
I hi' I' VV.'i^^hinglon over our tracks. 

M* Kill}, Yt)\\y eoujpany has no connection with them at all; 
Iji/lhin// in do witli theiu? 

Mr Ham, Not a thing. 

Ml linn. Whiif about tlie company which runs a line out into 
\ \ifiniiii in (he other direefiou? 

Ml. Ham. Von mean th(» Old TV>uunion Line? 

Ml Uwn. VeH, I think that \h it. 

Mr Ham. We hI>^o Hejl power to them, but have no other connec- 
IImu wiih Ihem, 

Mr. Uitn, Vonr line runn to Borwyn? 

Mr Ham. Thai i« tmr line, tho lino of tho City & Suburban? 
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Mr. Reed. Is that about the farthest you go from Washington ? 

Mr. Ham. We go 10 miles on that line beyond Berwyn, to Laurel. 

Mr. Reed. That is the farthest point from the city ? 

Mr. Ham. That is the farthest point in that direction ; Rockville is 
the farthest point in Montgomery County. 

Mr. Benson. Although your mileage is considerably in excess of 
that of the Capital Traction Co., owing to its ramifications, running 
through suburban settlements, the receipts are about the same ? 

Mr. Ham. The gross receipts in the District are about the same. 
We take in a little more than the Capital Traction Co. does, count- 
ing in the Maryland lines. 

Mr. Benson. Those, I believe you say, are operated at a loss ? 

Mr. Ham. All operated at a loss. 

The Chairman. Coming back to the merger proposition, has 
there ever been any serious attempt to devise ways and means to 
bring about a merger on the part of the companies ? 

Mr. Ham. I would say to some extent. Without disrespect, we 
have been in Washington in a sort of condition of suspended ani- 
mation, because of the valuations that are taking place by the com- 
mission. I do not think it would have been possible to have made^ 
any progress on a merger scheme until the valuations of the com- 
mission had been announced. I am perfectly satisfied that no plan 
of merger would have met with the approval of the commissioners 
until the valuations were completed, and I do not think it was pos- 
sible to undertake a discussion of the subject with any idea of ac- 
complishment until they had completed their valuations. 

The Chairman. No concrete plan has ever been thought of, to 
say nothing about being recommended? 

Mr. Ham. Yes. Plans have been considered by individuals and 
stockholders, but nothing has ever gone to any such point as to be 
submitted even to the boards of directors of the respective com- 
panies. 

The Chairman. Do you think it is possible or practicable, from 
a public standpoint, to keep on increasing the fares paid by the 
street-car riders, so that these outlying companies can pay dividends, 
regardless of the effect it has on all the systems of the District ? 

Mr. Ham. I do: I do not believe you will ever get a rate of fare 
which will be unduly high as compared with other communities. 

The Chairman. How many communities of the size of Washing- 
ton now have a street-car fare of 7 cents? 

Mr. Ham. It is a tremendously long list, I think. In fact, you 
do not expect to get a street ride for much less than 7 cents any 
place. I will not attempt to read all of these 

The Chairman (interposing). Of course, it is not a tremendously 
long list of cities as large as Washington? 

Mr. Ham. I can read you the names of the larger cities, if you 
wish. I will take in those larger than Washington. The Boston 
Elevated Railway Co. has a 10-cent fare. 

The Chairman. That is still in operation, is it? 

Mr. Ham. Yes. Pittsburgh, Pa., has a 10-cent fare with tickets 
at the rate of 7^ cents. 

The Chairman. On all its lines! 

Mr. Ham. I suppose so. 
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The Chairman. The Boston fare applies only to the elevated, I 
take it. 

Mr. Ham. No; the Boston fare applies to all the eastern Massa- 
chusetts street railway systems, the Old Bay State. There is an 
instance where this very theory which I have been advancing here 
has been carried to a greater extent, where even with the 10-cent 
fare many of these small communities can not be served, and Gov. 
Coolidge called a special session of the Massachusetts Legislature to 
provide legislation which would permit these small towns to make 
a direct financial contribution toward the support of these street 
railwavs, because they felt that they had gotten the care fare so 
high that they could not get it any higher, and unless they wanted 
the companies to go out of business they had to have a direct contri- 
bution from the community. 

St. Louis has an 8-cent fare and a ticket rate of 7^ cents. Chi- 
cago, 111., has an 8-cent fare, with two tickets for 15 cents; Kansas 
Citv has an 8-cent fare, with two tickets for 15 cents. I will not 
read the small ones. 

Montreal has a 7-cent fare, with four tickets for a quarter; Cincin- 
nati has a 7-cent fare ; Omaha and Council Bluffs have a 7-cent fare, 
with four tickets for a quarter. In some of these places there is 
also a charge for transfers. Baltimore has a 7-cent fare straight. 
Those are the larger cities. I notice Buffalo is also on the list witli 
a 7-cent fare and four tickets for a quarter ; Milwaukee has a 7-cent 
fare, with 3 cents in the outer zone, and six tickets for 35 cents. 

The Chairman. What is the fare in Cleveland ? 

Mr. Ham. The Cleveland fare is now 5 cents, with six tickets for 
25 cents, and a charge of 1 cent for transfers. 

The Chairman. What is the fare in Detroit? 

Mr. Ham. I do not know. 

The Chairman. Have you the figures for Detroit ? 

Mr. Ham. I do not see them here. 

Mr. Woods. You do not seem to have any southern cities in that 
list. 

Mr. Ham. That is a list arranged according to the rates of fare 
charged. Those are cities in which the fare is 10 cents. 

Mr. Woods. Those are all northern cities. 

Mr. Ham. You must not overlook the fact that Washington is the 
only city, except New York, which has elected to have this expensive 
type of construction. If you are going to have such a thing, some- 
body has to pay for it. 

Iiie Chairman. Do the other cities have more than one company ? 

Mr. Ham. The cities I have mentioned probably have only one 
company. Iji Boston, I would say, they have really one company, 
because while there are two companies there, I do not think the other 
company, outside of the Boston Elevated, comes into the city proper. 

Mr. Reed. You say that practically all the cities have the overhead 
trolley yet? 

Mr. Ham. Yes, sir; every city except New York and Washington. 

Mr. Reed. Does Philadelphia? 

Mr. Ham. They have the overhead trolley; they have also some 
subways and an elevated. There is no city in the United States, with 
the exception of Washin^^x^n and New York, which has the under- 
ground trolley. It is difficult for a layman to realize what that 
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means to a company. When you come to replace a crossing at a 
stree corner and have to pay from $45,000 to $50,000 for one piece of 
special work, you get an idea of what it costs to maintain these 
properties. 

The Chairman. What is the difference between the cost of main- 
taining the underground and the overhead systems? 

Mr. Ham. I would hesitate to say, but on the track part of it I 
would certainly think that three times would not be an exaggeration, 
ilr. Hanna, of the Capital Traction Co., is an engineer, and I am not. 
1 can only speak on that from the financial side. I would say the 
cost of the original construction of the track would be at least three 
times greater for the underground than for the overhead system, 
and I think the cost of maintenance would be two or three times as 
much. Of course, that would not apply to some elements of the 
track, such ag the paving. The paving would probably be less with 
underground construction than with the overhead construction, be- 
cause the structure is more permanent and solid. But there is no 
doubt that there is that great difference which exists, or a great 
difference. 

The Chaikmax. Do you think the provisions of this bill would be 
sufficient to allow the companies to merge or consolidate ? 

Mr. Ham. If I were passing on this legislation, I would make it 
broader than you have it. I would give the Public Utilities Com- 
mission all the power that they might need or be able to use to bring 
about a merger. In other words, without attempting to be specific 
I Tvould let them have all the power they now have through the 
public utilities act, plus any additional power you could give them in 
this act without aiiy restrictions as to the terms upon which these 
companies should get together. I would repeal the La Follette 
amendment, so far as it affects the local situation. 

I do not care anything about the continuance of the La Follette 
amendment to keep foreign corporations from controlling street rail- 
ways and other utility companies here, if that is desirable; and I 
would also repeal that portion of the act of Congress which prohibits 
the Washington Railway & Electric Co. from becoming the owner 
of the properties and franchise of the Potomac Electric Power Co. 

Then, having placed broad powers in the hands of the Public 
Utilities Commission, you have laid the foundation for a merger, that 
is, if it can be worked out in any way whatever that the people whose 
money is in this property can work it out. Then you might accom- 
plish something. 

But you are never going to accomplish anything by restricting 
the commission instead of giving them additional powers. 

Take that bill as it is worded, I do not believe you can bring about 
a merger on the precise terms mentioned in this particular clause. 

The Chairman. Would it be necessary to provide for a new cor- 
poration ? 

Mr. Ham. I do not see why you should not give the broadest power 
you could think of so as to give the greatest breadth to the subject 
that these financial people could work on. It is all going to be sub- 
ject to the approval of the public authorities, so you do not run any 
risk that these high financiers are going to run away from you, be- 
cause the commission has the right of approval. 
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The Chairman. What would you say to the incorporation in the 
bill of a provision somewhat like the provision in the Cummins rail- 
road bill requiring a merger of the railroad companies if any of 
them do not see fit to come uncjer its provisions? 

Mr. Ham. I think that is a matter for Congress "to determine. I 
do not think there is any need for such drastic legislation. I do 
not think there is anything which has happened up to the present 
time which justifies the view being taken that these companies have 
been at all negligent of remiss in their duties. 

I rather agree with the commission that the best way to work 
that particular phase of it out is to give the companies a chance, 
after you have provided the machinery by which they could work it 
out, if they wanted to. At the present time I say absolutely that the 
companies are entirely free from blame in not having consolidated 
because there is no machinery provided by which they could have 
done it. 

The Chairman. From the standpoint of the public interest, does 
it not seem to you rather an impossible condition to have two sys- 
tems here and to be increasing the rates to allow one system to live, 
and by doing so requiring one-half of the public at least to pay 
greatly .in excess of the cost of the service? 

Mr. Ham. No; I think, with certain reservations which I will 
make, that that is not an impossible situation. 

The Chairman. It seems to me to be impossible from the stand- 
point of the public. 

Mr. Ham. No ; I am speaking f rpm the standpoint of the public. 
I want to tell you, the fact that there are two companies has been 
a wonderful incentive to the Washington Railway & Electric Co. 
during these last two years to maintain a standard which the other 
company was maintaining and which they were better able to main- 
tain, and therefore in that respect I know that the competition that 
has existed in the last two years has been very helpful to the public. 

There is one instance I "can speak of from personal knowledge, 
because they had the money, they had the earnings, they were popu- 
lar and they were before the public in that light; and the very fact 
that we knew if we were to succeed in regaining the place in the 
public estimation which we wished to have, we must make a big 
effort to give good service and keep our equipment in good condition. 
I really believe in that respect competition has been very helpful to 
the public interest, but very unfortunate for our private purse. But 
I will come to that later. 

The Chairman. As a matter of fact, the fare which vou are now 
receiving enables you to earn, does it not, on the valuation as fixed 
l)y the commission, a gi^eat deal more than the companies in many 
other cities are earning at present ? 

Mr. Ham. I should say not. Whether we are or not is no justi- 
fication for our company to be expected to go on doing business at 
the rate of 3^ per cent on the valuation fixed by the commission. It 
is not going to go on; we simply can not go on. I can not make that 
too strong. Of course, you can say, " Go on," but you can not go 
on because, as Mr. Johnson said the other day, it takes money to 
make the mare go, and this particular mare has gone about as far as 
she can go, and something is going to break if we do not get addi- 
tional relief. 
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The Chairman. You are not any different in that respect from a 
lot of other street ear companies? 

Mr. Ham. Possibly not. We have stood it here in Washington 
better than other companies because of the fact that our company 
was very strong financially at the beginning of this thing. We had 
conserved our resources. 

Mr. Johnson. At the beginning of what thing? 

Mr. Ham. This war. It is the war that has done this to us. This 
is just as much a war condition as anything else you are dealing with 
here. We were very strong physically; our equipment was in good 
condition; our tracks were in good condition; and we entered 
into this at the time of the beginning of the European war and 
a couple of years later in good shape. That enabled us to con- 
tinue the payment of dividends when they were not actually being 
earned, because we were making every possible effort to main- 
tain our credit;, and did maintain our credit, so that as recently 
as December, 1918, we were able to sell advantageously a mil- 
lion dollars' worth of bonds to pay for 50 cars we had purchased 
to meet the war needs of this community, without any idea as to 
where the money was coming from to pay the bills with. But so 
attractive did our proposition look at that time to these people, after 
the commission had granted our original rate of increase, that they 
would at that time have been glad to have taken another half mil- 
lion dollars' worth of bonds. I say up to that time we had succeeded 
as recently as December, 1918, in maintaining our credit, and it is 
only since then that our credit has gone. 

Mr. Johnson. You say you are earning 3^ per cent on the valua- 
tion of the property as ascertained by the Public Utilities Com- 
mission ? 

Mr. Ham. Within the District of Columbia. If we add our losses 
on the Maryland lines, we would not have that. 

Mr. Johnson. What would you have? 

Mr. Ham. Those losses are running about $30,000 a year in Mary- 
land. 

Mr. Johnson. Have you any figures to show what you are earning 
on your capital stock in the District of Columbia, if you can so 
separate it? 

Mr. Ham. That is almost impossible. I did not quite finish with 
our financial structure. In addition to owning the railroad com- 
panies, we own the Potomac Electric Power Co., which has been a 
profitable company, and we get revenues as dividends from that 
tiompany. AH of that goes into a conmion fund. The net result of 
all the operations last year of all the companies was reflected in an 
annual report which I took the liberty of sending to each member 
of the committee. Last year our surplus income was $381,000 from 
all sources, from which we deducted a sinking-fund requirement of 
$106,000, which is really in lieu of depreciation. That would leave 
$275,000 as the earnings on $15,000,000 worth of stock, which would 
be a shade under 2 per cent. 

The Chairman. Had you paid any dividends on the stock before 
you got those figures ? 

Mr. Ham. This includes all the dividends actually paid by the 
Potomac Electric Power Co. as earnings of the Potomac Electric 
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Power Co., as if it was all one company. It does not take any finan- 
cier to know that we can not go on 

Mr. Johnson (interposing). When you say you can not go on 
with the Washington Railway & Electric street car system, may I 
inquire whether or not there is any line that you could discontinue, 
or any line on which you could shorten your service, and then go on ? 

Mr. Ham. I think there are lines we could discontinue with profit 
to the company. This is a matter w^hich has been discussed before 
the commission, and it has been their idea, as it is ours, that it is very 
much for the interest of the community that the integrity of our 
property be maintained. They have agreed with us in that, and it 
has been our desire, and is our desire and our effort, to keep these 
properties together, but it will not last much longer, because we can 
not do it. We are getting to a financial point where something has 
got to be done. There are various things that can be done. I do not 
think the situation is entirely hopeless. We can make a drastic cut 
in expenses, but it will be at the expense of service. Of course we 
w^ould immediately come in conflict, I imagine, with the commis- 
sion, which prescribes the type of service. 

Mr. Johnson. What do you mean by cutting the service? 

Mr. Ham. I mean if we curtail expenses, if we cut down our ex- 
penses in maintaining equipment and track and motormen and con- 
ductors, we will not operate as much service. 

Mr. Woods. You mean cut off some cars? 

Mr. Ham. Cut off some cars. The effect is cumulative. I might, 
for instance, give orders to cut the shop force 25 per cent. We might 
go along for a month or two and you would not see the effect of that 
very much. But very quickly after that the condition of the cars 
would run down. Tliere has never been a time during the last two 
years when I have been at the head of the company that we have not 
made every effort and every expenditure that was possible to put 
this company and to put its service into high-class condition. We 
felt that that was a wise policy. We felt that what the public of 
Washington wanted was service, and we felt we had a patriotic duty 
to perform during the war, which was to do the best we could. 

Mr. Woods. Have you raised the rates on the Maryland lines? 

Mr. Ham. Yes; we have had no difficulty whatever in raising 
rates in Marj^land. The commission has permitted us to raise that 
without question, realizing that it was necessary. 

Mr. Woods. Is there a 7-cent fare in effect there ? 

Mr. Ham. Yes; a 7-cent fare straight. 

The Chairman. Where is the mileage of the Washington Railway 
& Electric Co. ; in the District proper ? 

Mr. Ham. Almost all in the District. There is about 6 miles in 
Maryland. 

The Chairman. Is that as profitable as the trackage of the Capital 
Traction Co. ? 

Mr. Ham. I would say not quite. If you notice that map you will 
see that the lines of the Washington Railway & Electric Co. are in 
red, and the lines of the Capital Traction Co. are in green. You will 
see from that that we sprejvd out very much more, and that we run 
out on the long hauls into the suburbs, and that is a large part of 
our business. Of course, we have some very valuable down-town 
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streets, and we could, I think, pick- out 64 miles of track which could 
be just as profiable as the 64 miles of track of the Capital Trac- 
tion Co. 

The Chairman. Take away these small lines, these suburban lines, 
you could live and thrive on practically the same fare as the Capital 
Traction Co. ? 

Mr. Ham. Yes, sir; we believe we could; we would be willing to 
take a chance on it. 

Mr. Reed. About your financial structure? 

Mr. Ham. Our financial structure 

Mr. Reed (interposing). You have merged several different lines 
at different times. Is there a kind of universal stock, or does one 
man own a certificate of stock which represents something different 
from what another man owns? 

Mr. Ham. No ; there are just two classes of stock. The Washington 
Railway & Electric Co. is the owner of this mileage of about 100 
miles, and it also owns the stock, and in some cases the bonds of four 
subsidiary railway companies. It also owns the entire capital stock 
of the Potomac Electric Power Co. All of the stocks it owns, all of 
the bonds it owns, and all of the physical property it owns are 
mortgaged to the United States Mortgage & Trust Co., trustee, under 
a mortgage for $17,500,000. TVe also have outstanding other prior 
liens and a subsequent lien on the Washington Railway & Electric 
Co. We have out approximately $10,000,000 in bonds of the Potomac 
Electric Power Co., and we represent a capitalization of $45,000,000. 

Mr. Reed. That is your capitalization? 

Mr. Ham. That is our capitalization. 

Mr. Reed. How does that compare with the valuation that was put 
upon your companies? 

Mr. Ham. The valuation of the commission is considerably lower 
than that. The valuation of the commission on our District prop- 
erties of the railroad is approximately $16,000,000, and our Potomac 
Electric Power Co. valuation, with the additions that have been 
made since they made their valuation, is a little in excess of $15,-* 
000,000. Then in addition we have the Maryland properties, which 
have never been valued. That makes for the two properties in the 
District a valuation of $31,000,000, to which should oe added the 
valuation of the Maryland properties, against a total outstandinff 
capital of $45,000,000. 

Mr. Reed. I want to get at the individual who owns your stock* 
Take a citizen who had $10,000 originally invested. When the re- 
valuation comes what effect does that have on his values? 

Mr. Ham. The effect upon our values is manifested in stock-ex- 
change quotations. We have had a shrinkage in stock-market quota- 
tions of $10,000,000 in our 4 per cent bonds and preferred and 
common stock. 

Mr. Reed. What is your stock quoted at now ? 

Mr. Ham. Our preferred stock, paying 5 per cent, sells around 54 
or 55. Our 4 per cent bonds sell at 56 and 57, and our common stock 
is not being sold to any extent, although there have been nominal 
quotations at from 19 to 25. All these stocks and bonds five or six 
years ago were selling in the 80's and 90's, and the company has never 
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sold 4 per cent bonds — ^that is. the average of 4 per cent bonds sold 
has been about 82, and yet to-aay they are selling at 57. 

Mr. Reed. Your company would not want a merger to take place 
on the selling price of these stocks and bonds ? 

Mr. Ham. Absolutely not. 

Mr. Beed. You would not? 

Mr. Ham. Certainly not. 

Mr. Reed. Eventually, as you sayj you will have to go out of busi- 
ness, and if that is so the owners will eventually take a lower value, 
will they not? 

Mr. Ham. I do not think the entire system is going out of busi- 
ness. It is a possibility that I do not think we are goin^ to confront 
because I believe the commission will realize that it is m the public 
interest to maintnin the integrity of our propeii:y.' 

I am reniinde<l of this fact, that 20 years ago, probably around just 
such a table as this, in both the Senate and House, they were grap- 
pling with this verj- problem. That was 20 years ago this year, in the 
spring of 1900, when they passed the legislation that made the Wash- 
ington Railway & Electric Co. They had the same problems con- 
fronting them that you have to-day. I have before me the report of 
Senator McMillan, who made the report for the Senate committee, 
and of Chairman Babcock, of the House committee. This is what 
they say : 

Perhaps no other one thing has happened in the District of Columbia within 
recent years wliich promises so much convenience for tlie multitudes that 
travel by street car as does tliis unification of street railroad travel. Certainly 
it solves many problems that have perplexed this committee whenever they 
have been called on to deal with questions of new charters or the extension of 
existing lines. Moreover the common ownership when it shall eventuate in com- 
plete consolidation will do away with that highly undesirable existing condi- 
tion of aiffairs whereby the two companies known as the Metropolitan and the 
Columbia earn dividends, but the many suburban lines are operated at a loss. 
The profits of the urban lines will hereafter go to the support of the suburban 
service. 

Then the report goes on to say : 

Moreover, the project of consolidation has been before the District for sev- 
eral months, and to-day there is no objection to it known to the committee. 
On the contrary, the project is favored by the press, and presumably by the 
people. 

In reporting that legislation to Congress they .authorized, or 
Congress authorized, the capitalization that now exists of the Wash- 
ington Railway & Electric Co., in figures. They said we could put 
out $15,000,000 worth of stock, and we do not believe that stock is 
to be repudiated. 

The CiTAiRMx\N. Would it be practicable to allow these outl^ang 
roads an increase in fare and not allow your main lines in the Dis- 
trict of Columbia an increase? 

Mr. Ham. I do not know what you mean by main lines outside the 
District. They had an increase in fare in Maryland which corre- 
sponds 

The Chairman (interposing). I mean the outlying lines in the 

District. 

Mr. Ham. Yes, sir ; it would be practicable. That is one of the 
means we suggested for raising additional fares to cure this differ- 
ence in location. 
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The Chairman. Would that involve the zone system ? 

Mr. Ham. Yes, sir ; some kind of a zoning system. 

The Chairman. I think a zoning system, as a general proposition 
is pretty generally taboo, is it not ? 

Mr. Ham. I would say generally speaking it is unpopular, and I 
think there is great merit in the claim that a city that has developed 
along another line should not have that burden placed upon it. 

However, as the commission itself indicates in proposing this 
legislation to Congress, we have a peculiar situation confronting us 
here, and if that is one of the means of bringing about an equality 
between these two companies, I am not sure, that I would hesitate 
to do it because it is unpopular, because of the fact that the man who 
is getting his service way below cost, I think, has no particular kick. 

The Chairman. The man who lives out in a sparsely settled part 
of the District where cars run infrequently, and where the cost of 
operation is a great deal more than the men who ride over that line 
pay — ^would it be possible to fix the fare down in the District at 5 or 
6 cents, in the main part of the District, and say that these fellows 
who ride overthat particular line shall pay an increased fare when 
they get out there? 

Mr. Ham. Yes, sir. . We employed an expert to go over our traffic 
problem here, and in conjunction with us there was a zoning plan 
outlined which had a central zone with a radius of about 2^ miles — 5 
miles in diameter. The plan which we advocated was that within 
that central zone, which would give anvone a ride of approximately 
5 miles, there would be a certain rate or fare which would vary from 
time to time according to the needs of the companies ; and outside of 
that, when you cross that zofie line, there would be an additional 
fare, as that might be determined. We suggested at one time 2 cents, 
at another time 3 cents, and at another time 5 cents, as an additional 
fare in the outer zone. 

Mr. Lanham. Did not some such system obtain here before the 
original consolidation that you spoke of? 

Mr. Ham. Yes; that system obtained here, in effect, because before 
the Washington Railway & Electric Co. came along each company 
was running as a separate company. They came down to Florida 
Avenue, for instance, and then another fare was paid. The Wash- 
ington Railway & Electric Co. was entirely too liberal when it came 
in here, but it succeeded in building up a wonderful system of rail- 
road which gave better service, which m many cases was below cost 
from the outset, but with the idea of building for the future. That 
is just what they did, and the very words of Senator McMillan about 
the advantages that would come to the District through this con- 
solidation, were absolutely realized. 

Mr. Lanham. I recall as a boy that I used to pay a fare two or 
three times going to Cabin John Bridge. 

Mr. Ham. I think the zone system itself is unpopular, and it does 
in many instances an injustice, and I do not think I would recom- 
mend it under ordinary conditions. But I have advocated it, and I 
do advocate it as one of the possible means of equalizing the differ- 
ences between these companies. 

Another thing which we have urged is that we could be given 
with absolute propriety and with absolute justice some relief through 
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the earnings of the Potomac Electric Power Co. That is a suggestion 
which has uniformly been objected to bjr the majority of the com- 
mission. It was strongly upheld in a mmority opinion rendered by 
Commissioner Gardiner, although Mr. Gardiner went fuither than 
we ever suggested. The most that we have asked is that the congres- 
sional rate of 10 cents should be restored. 

We were put in this peculiar position, that after the valuation 
of the Potomac Electric Power Co., which was completed three 
years before they completed the valuations of the railroad company, 
without waiting to complete the valuations of the railroad company 
they immediately reduced the rates of the Potomac Electric Power 
Co., over our strong protest that it was unjust to readjust the rates 
of one of our companies when they were in ignorance as to whether 
or not we were getting an adequate return upon our money invested 
in the railroad end of our business. Consequently, they reduced 
our rates from 10 cents to 8 cents. By very prompt action on our 
part we took an appeal to the courts as provided by law, and got an 
injunction against the commission preventing the enforcement of the 
reduction of the rate and got an order from the court that the money 
might be collected from the public but be impounded and kept under 
bond to see that it is properly cared for. We did out part in arguing 
that case promptly, and the commission was equally prompt in ar- 
guing it before the court, but the fact remains that we still have no 
decision, and we are just as much up in the air in regard to that 
matter now, as we were before. 

We believe it is entirely appropriate that a portion of this de- 
ficiency which is necessary to operate these suburban railroads should 
come in from a high rate, not from an unreasonable rate, for electric 
light and power, but from a reasonable rate. 

When we stop to consider that in war times the price of electric 
light and power has been reduced, I think you will have hard work 
to find any other commodity or service that a similar condition 
applies to. In that way, if the commission had felt it was appro- 
priate, we could have, with entire justice to the users of electric light 
and power, made up some of the deficiencies that exist. I want to 
correct one point developed yesterday by Mr. Mapes, in asking Col. 
Kutz a question. 

I think you said, Mr. Chairman, that perhaps the Potomac Elec- 
tric Power Co. had done enough in makmg this favorable contract 
with the railway company. AU the favorable part of that contract 
was taken into consideration by the commission when they fixed this 

reduced rate. 

The Chairman. It would seem to me that the users of electric 
light would be paying an unreasonable rate, as you put it, if they 
were required to pay not only the expense for their light and power, 
but if they were required to pay for the operation of the street car 

company. 

Mr. Ham. If the price was unreasonably high 

The Chairman (interposing). No matter what the price, in dollars 

and cents. 

Mr. Ham. I do not believe, Mr. Chairman, that you can get a state- 
ment of absolute justice in this particular instance as between the 
consumers of light and power and the street railroads served by the 
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streets, and we could, I think, pick- out 64 miles of track which could 
be just as profiable as the 64 miles of track of the Capital Trac- 
tion Co. 

The Chairman. Take away these small lines, these suburban lines, 
you could live and thrive on practically the same fare as the Capital 
Traction Co. ? 

Mr. Ham. Yes, sir; we believe we could; we would be willing to 
take a chance on it. 

Mr. Reed. About your financial structure? 

Mr. Ham. Our financial structure 

Mr. Beed (interposing). You have merged several different lines 
at different times. Is there a kind of universal stock, or does one 
man own a certificate of stock which represents something different 
from what another man owns? 

Mr. Ham. No ; there are just two classes of stock. The Washington 
Railway & Electric Co. is the owner of this mileage of about 100 
miles, and it also owns the stock, and in some cases the bonds of four 
subsidiary railway companies. It also owns the entire capital stock 
of the Potomac Electric Power Co. All of the stocks it owns, all of 
the bonds it owns, and all of the physical property it owns are 
mortgaged to the United States Mortgage & Trust Co., trustee, under 
a mortgage for $17,500,000. We also have outstanding other prior 
Hens and a subsequent lien on the Washington Railway & Electric 
Co. We have out approximately $10,000,000 in bonds of the Potomac 
Electric Power Co., and we represent a capitalization of $45,000,000. 

Mr. Reed. That is your capitalization? 

Mr. Ham. That is our capitalization. 

Mr. Reed. How does that compare with the valuation that was put 
upon your companies? 

Mr. Ham. The valuation of the commission is considerably lower 
than that. The valuation of the commission on our District prop- 
erties of the railroad is approximately $16,000,000, and our Potomac 
Electric Power Co. valuation, with the additions that have been 
made since they made their valuation, is a little in excess of $15,-* 
000,000. Then in addition we have the Maryland properties, which 
have never been valued. That makes for the two properties in the 
District a valuation of $31,000,000, to which should be added the 
valuation of the Maryland properties, against a total outstanding 
capital of $45,000,000. 

Mr. Reed. I want to get at the individual who owns your stock* 
Take a citizen who had $10,000 originally invested. When the re- 
valuation comes what effect does that have on his values? 

Mr. Ham. The effect upon our values is manifested in stock-ex- 
change quotations. We have had a shrinkage in stock-market quota- 
tions of $10,000,000 in our 4 per cent bonds and preferred and 
common stock. 

Mr. Reed. What is your stock quoted at now ? 

Mr. Ham. Our preferred stock, paying 5 per cent, sells around 54 
or 55. Our 4 per cent bonds sell at 56 and 57, and our common stock 
is not being sold to any extent, although there have been nominal 
quotations at from 19 to 25. All these stocks and bonds five or six 
years ago were selling in the 80's and 90's, and the company has never 
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Power Co., as if it was all one company. It does not take any finan- 
cier to know that we can not go on 

Mr. Johnson (interposing). When you say you can not go on 
Avith the Washington Railway & Electric street car system, may I 
inquire whether or not there is any line that you could discontinue, 
or any line on which you could shorten your service, and then go on? 

Mr. Ham. I think there are lines we could discontinue with profit 
to the company. This is a matter which has been discussed before 
the commission, and it has been their idea, as it is ours, that it is very 
nmch for the interest of the community that the integrity of our 
property be maintained. They have agreed with us in that, and it 
has been our desire, and is our desire and our effort, to keep these 
properties together, but it will not last much longer, because we can 
not do it. We are getting to a financial point where something has 
got to be done. There are various things that can be done. I do not 
think the situation is entirely hopeless. We can make a drastic cut 
in expenses, but it will be at the expense of service. Of course we 
would immediately come in conflict, I imagine, with the commis- 
sion, which prescribes the type of service. 

Mr. Johnson. What do you mean by cutting the service? 

Mr. Ham. I mean if we curtail expenses, if we cut down our ex- 
penses in maintaining equipment and track and motormen and con- 
ductors, we will not operate as much service. 

Mr. Woods. You mean cut off some cars? 

Mr. Ham. Cut off some cars. The effect is cumulative. I might, 
for instance, give orders to cut the shop force 25 per cent. We might 
go along for a month or two and you would not see the effect of that 
very much. But very quickly after that the condition of the cars 
would run down. There has never been a time during the last two 
years when I have been at the head of the company that we have not 
made every effort and every expenditure that was possible to put 
this company and to put its service into high-class condition. We 
felt that that was a wise policy. We felt that what the public of 
Washington wanted was service, and we felt we had a patriotic duty 
to perform during the war, which was to do the best we could. 

Mr. Woods. Have you raised the rates on the Maryland lines? 

Mr. Ham. Yes; we have liad no difficulty whatever in raising 
rates in Maryland. The commission has permitted us to raise that 
without question, realizing that it was necessary. 

Mr. Woods. Is there a 7-cent fare in effect there ? 

Mr. Ham. Yes; a 7-cent fare straight. 

The Chairman. Where is the mileage of the Washington Railway 
& Electric Co. ; in the District proper ? 

Mr. Ham. Almost all in the District. There is about 6 miles in 
Maryland. 

The Chairman. Is that as profitable as the trackage of the Capital 
Traction Co.? 

Mr. Ham. I would stay not quite. If you notice that map you will 
see that the lines of the Washington Railway & Electric Co. are in 
red, and the lines of the Capital Traction Co. are in green. You will 
see from that that we spre^vd out very much more, and that we run 
out on the long hauls into the suburbs, and that is a large part of 
our business. Of course, we have some very valuable down-town 
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streets, and we could, I think, pick- out 64 miles of track which could 
be just as profiable as the 64 miles of track of the Capital Trac- 
tion CO; 

The Chairman. Take away these small lines, these suburban lines, 
you could live and thrive on practically the same fare as the Capital 
Traction Co. ? 

Mr. Ham. Yes, sir; we believe we could; we would be willing to 
take a chance on it. 

Mr. Reed. About your financial structure? 

Mr. Ham. Our financial structure 

Mr. Eeed (interposing). You have merged several different lines 
at different times. Is there a kind of universal stock, or does one 
man own a certificate of stock which represents something different 
from what another man owns? 

Mr. Ham. No ; there are just two classes of stock. The Washington 
Railway & Electric Co. is the owner of this mileage of about 100 
miles, and it also owns the stock, and in some cases the bonds of four 
subsidiary railway companies. It also owns the entire capital stock 
of the Potomac Electric Power Co. All of the stocks it owns, all of 
the bonds it owns, and all of the physical property it owns are 
mortgaged to the United States Mortgage & Trust Co., trustee, under 
a mortgage for $17,500,000. We also have outstanding other prior 
liens and a subsequent lien on the Washington Railway & Electric 
Co. We have out approximately $10,000,000 in bonds of the Potomac 
Electric Power Co., and we represent a capitalization of $45,000,000. 

Mr. Reed. That is your capitalization? 

Mr. Ham. That is our capitalization. 

Mr. Reed. How does that compare with the valuation that was put 
upon your companies? 

Mr. Ham. The valuation of the conmiission is considerably lower 
than that. The valuation of the commission on our District prop- 
erties of the railroad is approximately $16,000,000, and our Potomac 
Electric Power Co. valuation, with the additions that have been 
made since they made their valuation, is a little in excess of $15,-« 
000,000. Then in addition we have the Maryland properties, which 
have never been valued. That makes for the two properties in the 
District a valuation of $31,000,000, to which should be added the 
valuation of the Maryland properties, against a total outstanding 
capital of $45,000,000. 

Mr. Reed. I want to get at the individual who owns your stock* 
Take a citizen who had $10,000 originally invested. When the re- 
valuation comes what effect does that have on his values? 

Mr. Ham. The effect upon our values is manifested in stock-ex- 
change quotations. We have had a shrinkage in stock-market quota- 
tions of $10,000,000 in our 4 per cent bonds and preferred and 
common stock. 

Mr. Reed. What is your stock quoted at now ? 

Mr. Ham. Our preferred stock, paying 5 per cent, sells around 54 
or 55. Our 4 per cent bonds sell at 56 and 57, and our common stock 
is not being sold to any extent, although there have been nominal 
quotations at from 19 to 25. All these stocks and bonds five or six 
years ago were selling in the 80's and 90's, and the company has never 
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Mr. Woods. Allowing one company to purchase the stock or se- 
curities of the other company ? 

Mr. Gardiner. Yes, sir; just as was done in what we call the en- 
abling act of 1900. 

The Chairman. I would like to ask you another question in reorard 
to their franchises and their rights to do business here in the Dis- 
trict. Would there be any legal obstacles in the way of Congress 
passing an act or acts repealing all of these charters or all of their 
rights to do business without going any further? 

Mr. Gardiner. I do not think they can do that. 

The Chairman. Would they then not be in the same position that 
street car companies are in in cities where they are given a limited 
franchise; the franchise period expires and no other franchise is 
granted? Could they not just continue to operate by suflFerance? 

Mr. Gardiner. You gentlemen, of course, are familiar with the 
litigation now going on. I am sorry I did not have time, because I 
was in court until late last night, to ^et the authorities on that; but 
that matter has l)een litigated in one of the western cities, and the 
Supreme Court passed on it and said they could not take it away 
from them witliout giving them the value of their property. 

The Chairi^ian. They can not take the property but they can refuse 
to give them a franchise. 

Mr. Gardiner. Well, what would be the situation? What are you 
going to do — let them operate without a franchise ? If you can not 
take the property what is the good of the franchise ? 

The Chairman. It is not a very satisfactory condition, I admit, 
but is not that the condition in Toledo and in Detroit ? 

Mr. Gardiner. Detroit is the one I was speaking of. After the 
decision of the Supreme Court it finally came to the point where they 
had to value that property as a going concern and pay them for it. 
Is not that the decision of the Supreme Court ? That is the effect of 
it, gentlemen, is it not? Brother Woods here is a lawyer and he 
knows that that was the effect of it. 

Mr. Woods. I think so. 

Mr. Gardiner. The Supreme Court said, " You can not take this 
property away from them without paying them for it." 

Mr. Woods. The only discussion I have seen of that litigation has 
been what I have read in the newspapers. 

Mr. Gardiner. That is all I have seen about it. 

The Chairman. If the property is taken, that is true, but my 
understanding is that the street car company of Detroit is simply 
operating by sufferance of the council. 

Mr. Gardiner. And will continue so until the city or the State 
takes over its property by payment. Now, what good are we going to 
accomplish by taldng the franchises away? Suppose we took them 
away to-day and the companies go on and operate. What would 
become of your public-utility act? 

The Chairman. That is a question which • 

Mr. Gardiner (interposing). I am speaking of these legal matters 
imd I will be glad to furnish briefs on these points if you want them. 
1 am enough interested in the subject to go into the legal phases and 
{urnish you a brief on them. I have not had time to do that, because, 
UM 1 told you the other day over the phone, I have been in court for 
four days and until last night. 
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The Chairman. We have an unusual condition here inasmuch as 
there is no limit placed in any of the acts incorporating these different 
companies. I suppose, as a rule, the franchise is limited. That makes 
this a rather difficult proposition for Confess. 

Mr. Gardiner. It does, and my experience as a lawyer has been 
that when we are in a bad snarl ther best thing is to get together and 
arrive at some reasonable and satisfactory solution to all concerned 
and settle it. Now, that is the way to handle this situation, on a busi- 
ness basis. That is what it is, a business proposition. Have you 
finished, Mr. Chairman? 

The Chairman. Yes. 

Mr. Gardiner. I wish any of you gentlemen would ask me any 
questions you please, because that is the way to reach the bottom of 
this matter, to discuss it freely and interrupt me at any time. 

Now, if I am correct in my legal assumption that you can not force 
a consolidation, then what is the good of passing any law having that 
in mind ? If you can not do it, what is the good of it except to bring 
on a lot of litigation, and there we are in court. In 1906 

Mr. Johnson (interposing). Mr. Gardiner, before you go further, 
you just made the assertion that Congress can not do it. Would you 
mind, in a brief way, giving your reasons why you think Congress 
can not do it? 

Mr. Gardiner. I will have to furnish you the authorities and the 
reasoning of the courts. 

Mr. Johnson. I was asking you just to summarize it. 

Mr. Gardiner. Congress can not take individuals' properties from 
them without paying them for it. It is the very foundation of our 
Government that no citizen and no corporation and no power in Con- 
gress, either in the House or Senate, or in any other body, can take 
from a man his property without paying him for it. 

Mr. Johnson. You are now enunciating a different proposition. 
You first said that Congress could not compel a merger, as I under- 
stood it. 

Mr. Gardiner. That is correct. 

Mr. Johnson. But now you are talking about Congress not having 
the right to take private property without paying for it. They are 
two different propositions. If Congress can bring about a merger 
which will fully compensate everybody for the property put into the 
merger, why can not that be done? That is the proposition I am 
interested in. 

Mr. Gardiner. I do not understand you. 

Mr. Johnson. You first said that Congress could not compel a 
merger. 

Mr. Gardiner. Yes. 

Mr. Johnson. When asked to give your reasons you stated that 
your reasons were that Congress could not take private property 
without fully compensating for it. 

Mr. Gardiner. Yes. 

Mr. Johnson. They are two different abstract propositions. The 
last question which I submitted to you was this: If Congress can 
l)ring about the merger by taking private property and fully com- 
pensating for it, why can not that be done ? 

Mr. Uardiner. Well, that is a difficult problem. If Congress 
can '- 
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Mr. JoHi«soN (interposiBg). That is the only problem we have be- 
fore us. 

Mr. Gardiner. If Congress can pay these people for their property 
and merge them by so doing, I would not want to say they could not 
do it, but I can not imagine any condition that could be presented 
that would permit that. 

Mr. Johnson. That is the very thing I am inquiring into — ^how 
Congress is going to take this property and at the same time pa^^ 
for it. 

Mr. Gardiner. It can not do it. 

Mr. Johnson. I am not so sqre of that. 

Mr. Gardiner. How could they ? What have you in mind to sug- 
gest? 

Mr. Johnson. I am hunting a way by which to do it, and I thought 
perhaps you had come to tell us a way to do it. 

Mr. Gardiner. I can not tell you, because I do not know of any 
such legal way. 

Mr. Benson. Would it not be possible for Congress to give one or 
the other of these corporations the power to condemn the other? 

Mr. Gardiner. No, sir; because that would not be condemning it 
for public use. 

Mr. Benson. Would it not be a public use? 

Mr. (lARDiNKK. No, sir. 

Mr. Benson. The i)()wer of condemnation which they now have is 
for a pul)lic use i Is not that the only reason they have the power of 
condemnation ? 

Mr. (iardinp:k. Yes. sir. 

Mr. Benson. Can you not give one corporation the power to con- 
demn the rights of another corporation ? 

Mr. (lAKDiNKK. I think not, sir. I know of no legal principle by 
which you can give one corporation the power to condenm another 
corj)oration's property and take it away from them. 

Mr. BuKDicK. Is not the power that can be granted to a private 
corj)oration to condemn proi)erty limited to such property as is used 
for franchise* i)urj)Oses? 

Mr. Woods, For i)ul)lic use. 

Mr. (lAKDiNKK. Yes. 

Mr. BuKDiCK. Thei'efore, you could not give one public-service cor- 
l)oration the ))o\ver to condemn another. 

Mr. Gahdinkk. Precisely; they are two individual, private inter- 
ests. 

Mr. BiTKnicK. Although they may be in different lines of business. 

Mr. (jAiU)iNKK. Precisely. 

Mr. Bi KDiCK. For instance, you could not give a railroad company 
the power to condemn the property of a water company. 

Mr. (lAHDiNKJi. Cei'tainly not; any more than you could give the 
j)ovver to one raih'oad to condemn the property of another. 

Mr. BuHDKK. Could the United States condemn for public use, on 
the theory that they are gf)ing to run this property, and then after- 
wards dispose of it to a private corporation? 

Mr. (Jakdinkk. No, sii*; and Congress would not undertake to do 
such a thing for a moment, because it would be in violation of law 
and would be a subterfuge which Congress would not be a party to. 
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Mr. ZiHLMAN. I would like to ask if Congress did not give the 
Washington Railway & Electric Co. the power to merge all these 
small companies? 

Mr. Gardiner. No, sir. It passed a law permitting such a thing to 
be done; and that is exactly my argument here this morning, or will 
be my argument. 

Mr. Benson. Mr. Gardiner, I have not looked this question up 
because the question raised now by this conversation is a new one. 
Mr. Gardiner. It is a new one to me. 

Mr. Benson. But when the Pennsylvania Railroad was being built 
between Baltimore and Washington it had to cross the Baltimore & 
Ohio Railroad. They were opposed in that by the Baltimore & 
Ohio, and I do not know whether that was accomplished by con- 
demnation or not. Do you happen to remember ? 

Mr. Gardiiner. Yes; Mr. Steve Williams, I remember very well, 
represented one of the roads, and there was an attempt to get it 
through the legislature and that failed, as you will remember, and 
then there was a compromise by which it was carried through. That 
is my understanding of that history. Am I not correct on that? 
Mr. Benson. I do not think that is quite correct. 
Mr. Gardiner. They attempted to get it through the legislature* 
You remember that ? 

Mr. Benson. I think they did get it through the legislature and 
the Baltimore & Ohio fought it out through the courts. 

Mr. Gardiner. If they got it through the legislature, that was a 
different proposition. I know of no legal principle by which that 
can be done. I shall be mighty glad to furnish you gentlemen with 
the authorities on that. 

Mr. Benson. I really have not looked the matter up myself, and 
I just asked the question to bring the point out. 

The Chairman. I would like to ask you this question: Do you 
think that when these companies were incorporated, Congi^ess made 
such a poor bargain with tliem that now there is nothing for Con- 
gress to do except to pass a law that will make it attractive for them 
to consolidate or merge? 

Mr. Gardiner. I do not think Congress has to pass any law. I 
think they will be here begging Congress to permit them to consoli- 
<late if Congress can induce the Public Utilities Conuuission to do 
what I think should be done. That is the situation. 

The Chairman. I have wondered whether it was practicable or 
advisable to take this preliminary step; that is, to repeal the laws 
under the authority which Congress has to repeal them, and then 
put them in the same position that a street-car company is in in a 
city where its franchise has expired and the street-car company 
and the city are both glad to arrive at some mutually satisfactory 
settlement for the granting of a new franchise. If these laws were 
repealed, why would not that be the situation here, and would' it 
not then be possible to do business with these companies more in the 
interest of the public ? 

Mr. Gardiner. I think it would be more difficult for this reason, 
that I imagine the stockholders of the Washington Railway & Elec- 
tric Co. to-day, if you were to take it all as a system including these 
suburban roads, in which I am sure you are very much interested — 
if you are going to include those, I should think they would be 
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mighty ^lad to have Congress pass a law to saddle on the taxpayers 
of Washington a good many millions of dollars and pay them their 
money back, which I doubt if they will ever get in any other way. 
Therefore, I do not think vou would have much trouble with the 
stockholders of the AVashington Railway & Electric Co. on am 
such proposition, but I should fight that with every drop of blood 
in my body. 

The Chairman. If the laws were repealed, there could not be any 
claims for franchise values or anything of that kind, only the value 
of the actual property. 

Mr. Gardiner, It would be what it would cost to reproduce that 
property as a going concern. 

The Chairman. I suppose there is a difference of opinion about 
that. 

Mr. Gardiner. There is a decided difference of opinion and so 
far as the commission is concerned, yes. I did not agree and could 
not agree with my associates on that problem, but the courts have 
passed on it repeatedly. 

The Chairman. You would be willing to admit that there could 
be no question of franchise value in a case of that kind ? 

Mr. Gardiner. I think not. I think the Supreme Court said not, 
but the Supreme Court practically said, " What value is the fran- 
chise when you must pay a man the going price of his property." 
Now, that is what it amounts to. You can call It franchise value or 
going value, or you can call it operating value or call it what you 
please, but it comes back finally to the proposition that that value 
is what it would cost to reproduce that property as a going property. 
That is the final analysis of the whole thing, and when you start in 
and go all around Robin Hood's bam, you come right back and are 
met with the same proposition that you started with. 

The Chairman. We are fflad to have your views on that. 

Mr. BuRDiCK. If you follow out the suggestion of the chairman 
and repeal these franchises, you are going to drive the companies 
into bankruptcy and into the hands of receivers, are you not? 

Mr. Gardiner. I do not know; I have not looked into that very 
•carefully, but there is a very serious question in my mind as to 
whether if Congress took their franchises away from them they 
w^ould not likewise take away the regulatory powers of the commis- 
sion; I mean that power which Congress gave the Public Utilitiec 
Commission under the act creating the commission. 

Mr. BuRDiCK. Of course, the franchise is a valuable asset in rais- 
ing money. 

Mr. Gardiner. Undoubtedly. 

Mr. BuRDiCK. And therefore if you took that away, they would 
not be able to finance themselves. 

Mr. Gardiner. That is true. At this time with the unsettled con- 
dition of the money market all over the United States, and especially 
the antagonism, I might say, of the investor in public utility prop- 
erties is such that any act of Congress that would be hostile in the 
least to either one or both of these corporations would result in dis- 
aster here, and the friends of my friend from Maryland here, who 
have bought property and invested their money in little homes out m 
the suburbs, would be riding in taxicabs or something else, or walk- 
ing to their offices every morning inside of six months, and we all 
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know that. There is not any doubt about that, and that is what Con- 
gress had in mind. They can criticize these old Senators as much as: 
they please, but that is what those Senators had in their minds when 
they passed the enabling act of 1900. In 1900 we had a situation 
very much like the situation here now, ex!cept we had not reached 
the climax then as we have now. We had all these suburban lines, 
and I remember very well out here in Brightwood seeing the old 
horses going along and being cussed by the driver because they 
couldn't get out of a walk when they were not able to go faster than 
a walk. The railroads were in the hands of a receiver and people 
were talking. They could not ride. 

The same thing applied to the Anacostia & Potomac, and like- 
wise to the other suburban roads. In the enabling act of 1900 Con- 
gress sought to relieve that situation, and it passed a law authorizing 
the then parent company, which was the Washington & Great 
Falls line, to purchase all of the suburban roads, and they like- 
wise authorized them to purchase the stock in the Potomac Electric 
Power Co., and they required them to guarantee the securities of the 
Potomac Electric Power Co. They did that and they took over the 
Anacostia & Potomac River Railroad Co., in accordance with that 
act. They got all the stock, and they finally wiped that road out of 
existence; that is, the franchise value, as it were, and took it over 
under the name of the Washington Railway & Electric Co. They 
did likewise with the Brightwood, and at the same time they 
reduced the fare to six tickets for a quarter, because Congress had 
said, " If you take over these roads, you must give them instead of 
a 5-cent ticket, six tickets for a quarter." They took in these 
suburban lines and ran them, but Congress at the same time used this 
language — I do not know why they did it, but they did it, and we 
have got to face it — ^the language goes on and states what the com- 
pany might do and what it was authorized to do, giving it permission 
to take over bodily all of these suburban roads and authorized 
them, as I say, to acquire the stock in the Potomac Electric Power 
Co., but the act said: 

But in no event shaU said railway corporation be authorized to receive any 
transfer of tlie property or franchise of such electric power company. 

Mr. Drane. Read that again, please. 

Mr. Gardiner. " But in no event shall said railway corporation be 
authorized " — ^that is, the parent corporation at that time — '' to receive 
any transfer of the property or franchise of such electric power 
company." 

Now, that is the very language that we have got to get rid of. It is 
not, perhaps, necessary to get rid of it; but if the commission says 
they will not permit certain things to be done, which I will discuss a 
littie later on, then we must get rid of it if we are going to meet this- 
situation. 

The Chairman. That is the law 

Mr. Gardiner (interposing). That is the law under which all of 
these railroads got together, which created the mess, if I may use 
that word, they are now in and trying to get out of. 

The Chairman. Are you referring to the law which keeps the 
Potomac Electric Power Co. as a separate entity from the Washington 
Railway & Electric Co. ? 
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Mr. Gardiner. Yes; it is not a separate entity, gentlemen. It says 
that you may purchase all the stock in that corporation ; and if you 
do, you must guarantee their securities (which they have done), but 
you can not take over the franchise. That is the situation we have 
here now. They authorized them to take over the franchise of thes^^ 
suburban lines, and they did it with the exception of two. I think 
there are still two out. 

Mr. Woods. You are referring to the power company owned by the 
Washington Railway & Electric Co. ? 

Mr. Gardiner. Exactly. Now that power company grew very pros- 
perous. The railroads instead of going up went down, and Congress 
must have had in mind at that time that *' here is a valuable franchise, 
the franchise of the Potomac Electric Power Co., which is going to 
develop and become a valuable property, and I am going to link that 
with the railroads in order that the suburban lines may live until 
such time as the city builds out to those roads and makes them profit- 
able lines." Now, is net that wha.t they had in mind ? What else did 
they have in mind? That is the situation now, and they lived under 
that, charging 10 cents per kilowatt for electricity until the valuation 
of the Potomac Electric Power Co. was made when the commission 
said : ," We will reduce that to 8 cents." 

They cut off 2 cents, which they had a perfect right to do and which 
the court is goinff to sustain, in my opinion, because the act puts the 
power in the public utility commission, which you gentlemen, who 
are lawyers, know the courts ai-e not going to disturb unless it goes 
beyond all reason and becomes in effect confiscatory. In other words, 
the court may read that evidence and say, " I would not have thought 
of reducing this rate, but I am not going to disturb it, since 8 cents is 
not a confiscatoiy rate." Therefore the power in the public utility 
commission is the controlling power, and they have that power unless 
their order becomes confiscator}. That is what the Supreme Court 
said in the Consolidated Gas Case (112 U. S.), which went up from 
New York, and with which you gentlemen are all familiar, undoubt- 
edly. That was may dissenting opinion on this rate problem, and I 
say right here, and T say it with all due deference to my former asso- 
ciates, that there would not be this trouble here to-day, and there 
would not be a 7-cent fare in Washington to-day had they allowed 
the Potomac Electric Power Co., as they had the right to do, to earn 
the same rate of return that they allowed the Capitol Traction Co. to 
earn and permit them to-day to cam the same rate of return that the 
Capital Traction Co. is earning. 

They are all here now, and I would be glad to be examined by them 
all or by any one of them, and I would like to be, shown where I am 
wrong in that statement. In other words, gentlemen, when we had 
this rate case before us, when application was made to increase the 
rate from 5 cents to 7 cents, the Capital Traction Co. was then a re- 
turn of 9 cents. 

Mr. Johnson. Net? 

Mr. Gardiner. Net. 

Mr. Drane. On the capitalization ? 

Mr. Gardiner. On the valuation found by the commission. All 
this is based on the valuation found by the commission. 

The Chairman. Was the commission unanimous in its valuation 
of the Capital Traction Co. ? 
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Mr. Gardiner. No, sir; I dissented in both of them. I dissented 
in the Capital Traction Co. case under the authority of the Con- 
solidated Gas Co. case. 

Mr. Woods. Did you dissent on the valuation of the power com- 
pany ? 

Mr. Gardiner. I was not there then. 

Mr. Johnson. You were not then a commissioner? 

Mr. Gardiner. No, sir. 

The Chairman. What is the difference in the valuation of the ma- 
jority of the commission and your valuation on the Capital Traction 
Co. ? 

Mr. Gardiner. I could not tell you exactly 

The Chairman. Approximately. 

Mr. Gardiner. But here is the situation : Congress authorized the 
Rock Creek Railroad Co. — ^this was in the early history of railroads 
in Washington — ^to purchase any railroad connecting with them. 
They tried to purchase the Metropolitan, which is a part of the 
Washington Railway and Electric, and they could not do it. They 
then negotiated with the Washington and Georgetown Line. The 
Washington and Georgetown Line in those days was the old street- 
car line' that ran from Georgetown up to the foot of the Capitol 
Building here and up Fourteenth Street, and was the most valuable 
franchise in the city, undoubtedly, and is to-day the most valuable, 
as I regard it. They dickered backwards and forwards, and finally 
they appointed a committee. Congress said, " You may consolidate 
under certain conditions," and they followed those conditions strictly. 
The representatives of the two roads appointed a committee, and that 
committee got together and fixed a valuation at which the Rock 
Creek Road should purchase the Washington and Georgetown Road. 
The fixed it at ten million and some odd dollars. 

Now, how they arrived at that I do not know and no one else 
knows, because the men now are all dead; but when we examine it 
we find that the value which they fixed, to the dollar, was the value 
of the stock and bonds of that company on the stock exchange of 
AVashington at that time and had been for at least 10 years, or about 
that long, I do not remember exactly. It was a very valuable fran- 
chise, a very valuable property, well managed and earning large 
dividends. Now, I held in my dissenting opinion that Congress hav- 
ing authorized that very thing, and it having been done as Congress 
had authorized it, exactly, and there having been, so far as the rec- 
ords showed, not a scintilla or a suggestion of fraud about it, that 
that should be recognized, even though it only cost the original in- 
vestors in that Washington and Georgetown Road one-half of that 
amount of money. In other words, if they bought an old horse for 
$50 and set him up and made him worth $100 on the market and got 
$100 for him, you should not take the $50 from them for their thrift 
and brains. 

The Chairman. In your opinion, why does it not work the other 
way ? If $100 were paid for a proposition that was only worth $50 ? 

Mr. Gardiner. I should think it ought to work just exactly the 
other way. 

The Chairman. I understood you to say earlier that we would 
have to pay what it cost. 
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Mr. Gardiner. To reproduce it to-day, sir. I repeat that. The 
public utility act under which we are operating said that the com- 
mission shall find the fair value of that property as of the date of 
the valuation. Now, we are bound by that language. 

Mr. Drane. That refers to the physical property, whether it pays 
or not'^ 

Mr. Gardiner. It refers to the physical property; exactly. 

Mr. Drane. How much it will cost to start that thing running, 
even if it goes into l)ankruptcy. 

Mr. Gardiner. The next day; yes, sir; and it does not mean any- 
thing else. Xow, that was the other difference. There were two 
differences in the commission between my associates and myself in 
both of those valuations. The other was that I said that I inter- 
preted that to mean we had 'to find the value of that property as of 
the date we made the valuation. That valuation was started in 1914, 
and between 1914 and 1919 we all know that everything was dis- 
arranged and the values in 1914 were not to be considered as of 1919, 
because the purpose of fixing that value was to ascertain a fair re- 
turn on that property from that time on and not what might have 
taken place in the past, and therefore I said we should find trie value 
as of that time. 

Of course, they could fix the value as of any date they pleased for 
convenience, but there had to be added a reasonable percentage to 
that value as found in 1914 to bring it down to the date we made our 
valuation. Now, that was the difference between us in both cases; 
that is, the difference between 1914 and the present time. My asso- 
ciates said that that was not correct. They said that having found 
the value as of 1914 they would add the increased cost for all ex- 
penditures made since 1914. May I ask you, gentlemen, if it was 
proper to add the increased expenditures since 1914 up to 1919, was 
it not likewise proper to add the increased cost of the total property 
between 1914 and 1919 ? 

When you look at the cases that were in the United States Su- 
preme Court you will find that the court said flatly that very thing; 
they used that very language. It is in 112 United States, and you 
will find later in the Minnesota Rate case, in which the opinion was 
rendered by Mr. Justice Hughes, with which I am sure you are 
familiar, practically the same thing. 

Mr. Johnson. Let us get back to the matter of the charge. I under- 
stand you to say that the increase in street railway fares could have 
been obviated by permitting the Potomac Electric Power Co., which 
is owned by the Washington Railway & Electric Co., but which is a 
separate corporation, to increase their rates for electricity? 

Mr. Gardiner. Yes, sir. • 

Mr. Johnson. Would that not have resulted in an additional tax 
upon the consumers of -electricity who do not use the railroads? 

Mr. Gardiner. It would. 

Mr. Johnson. It would. Then you would have made the people 
who use electricity but who do not use the street railroads pay the 
increase in fares on the street railroads. 

Mr. Gardiner. Yes. Let me answer that. That is true. But the 
Capital Traction Co. did not want any increase. They did not ask 
us for an increase, but they were perfectly satisfiiea with it, of 
course. We had to give it to them. 
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Mr. Johnson. We understand the reason. 

Mr. Gardiner. If there is to be an increase upon the public, why 
make them pay a million dollars, as an illustration, when the public 
could accomplish the same thing by paying $500,000? 

Mr. Johnson. I do not understand that. 

The Chairman. Is it not your theory that by doing it the other 
^^y you tax the riders of the Capital Traction Co. so as to allow^ the 
Washington Railway & Electric Co. enough to pay a fair return on 
its capital? 

Mr. Gardiner. Yes; in other words, the return to the Capital 
Traction Co. was increased to 14 and something. 

Mr. Johnson. You mean to give them a net income of 1-L i)er 
cent? 

Mr. Gardiner, lliat is what we call a return of 14 per cent to the 
Capital Traction Co. on the valuation fixed by the commission. Had 
they increased the Potomac Electric Power Co. to a 10 per cent or a 
12 per cent return on their valuation, eliminating now the questions 
in court, which the Potomac Electric Power Co. claim are much 
greater than that, but taking the commission's valuation — ^had they 
increased that to 12 per cent they would have met this situation, and 
the people riding on the Capital Traction Co. lines, which amount 
to — the Capital Traction Co. at the time the valuation was made 
of the Washington Railway & Electric Co. was earning $280,000 
more than a 6 per cent return. By the addition of this increase the 
Capital Traction Co. would have earned 14 and a fraction per cent 
on the valuation. 

Mr. Johnson. But we are getting away from the proposition about 
which I just asked you, and that is if your plan had been adopted, 
to permit the Potomac Electric Power Co. to charge more than it is 
now receiving, then those excess earnings would have gone to its 
owner, the Washington Railway & Electric Co. ? 

Mr. Gardiner. Yes. 

Mr. Johnson. And thereby the Washington Railway & Electric 
Co. could have survived without an increase in its fare. 

Mr. Gardiner. Exactlv. 

Mr. Johnson: And in consequence, the people who buy power and 
light from the Potomac Electric Power Co., but who do not use the 
street railway company, would pay that addition to the Washington 
Railway & Electric Co. when they did not use the road. 

Mr. Gardiner. That is true, in a measure; but the Washington 
Railway & Electric Co. ;- 

Mr. Johnson (interposing). Not only true in a measure, but 
throughout. 

Mr. Gardiner. ISTo, sir; the Washington Railway & Electric Co. 
owns that company. 

Mr. Johnson. Every share of stock? 

Mr. Gardiner. And but for the fact that this joker — if I may use 
that word — was added to that act, it would have, been the owner, just 
as the Capital Traction Co. owns its power plant, exactly the same. 
If you will look — ^without giving the figures — ^you will find that a 
small percentage of the residents of Washington, relatively speaking, 
use electricity. All of the southeast and southwest parts of the city 
do not have electricity ; they have gas. 

163242—20 6 
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Mr. Johnson. But if you increase the price of electricity in order 
to hold up the street railway fares you still further prevent the 
poorer sections from getting electric light and compel the people 
there to stick to gas, do you not ? 

Mr. Gardiner. You may in a measure, but there are no mains there, 
and in my opinion there never will be any mains there. 

Mr. Johnson. Not until the rate is reduced. 

Mr. Gardiner. But it has been reduced from 10 cents to 8 cents, 
but there have been no mains put in there., and there is no necessity 
for that. Most of them 

Mr. Johnson (interposing). It is absolutely certain that by and 
by electricity will displace gas. 

Mr. Gardiner. Then we can consider that problem when we reach 
it. 

Mr. Johnson. But we will not reach it as long as we have that 
condition. 

Mr. Gardiner. Yes; we will. Let us see exactly what Congress 
intended to be done. 

Mr. Johnson. Had we not better see what Congress now intends 
to do? 

Mr. Gardiner. I say let Congress do now what it intended to do 
then. 

Mr. Johnson. That was a good while ago. Had we not better 
progress a little bit ? 

Mr. Gardiner. I am progressing now. I am progressing now. I 
am progressing in the methods which I think — in other words, when 
we have a difficult problem before us and Congress intended certain 
things to be^done, if those things which Congress years ago intended 
to be done are going to help the community and save the community 
practically a million dqllars a year, the poor people who ride on the 
street cars, is it not the duty of Congress to save the public that 
million dollars? 

Let me give you a little illustration. I went downtown the other 
night to the theater. I am not usually out until 12 o'clock at night, 
but I came out of the hotel where I had something to eat after the 
theater. It was a little after 12 o'clock at night, and I saw electric 
signs all around with display advertising. Under this system your 
cook pays 4 cents a day. additional going to and coming from her 
work, as a result of the use of that electricity for those display signs. 

Mr. Johnson. But your plan would increase that charge that is 
paid to the Potomac Electric Power Co. to keep up the revenues of 
the railroad. 

Mr. Gardiner. By my plan I would reduce that fare from 7 cents 
to 5 cents and let the man who uses electric power for that electric 
sign running all night long pay for it. If Mrs. Smith gives a ball, 
and it costs her $25 for her electricity, let her pay for it, but do not 
let your cook pay 4 cents a day additional for that. 

Mr. Johnson. Would it not be better for Mrs. Smith to pay her 
cook a little more, and so let the cost come directly instead of in- 
directly ? 

Mr. Gardiner. Because Mrs. Smith can aflford to do that, but Mrs. 
Jones, who has a modest house and can afford to pay her cook no 
more, would not be expected to increase her salary to permit certain 
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things to be done which were not intended to be done under the act. 
Congress never intended that the Potomac Electric Power Co. should 
not furnish the feeding capital to supply the surburban roads. 
Somebody put that little provision in there by way of amendment, 
which is frequently done on all sorts of legislation. It looked harm- 
less at the time, but it should be repealed now. 

The Chairman. Without expressing any opinion about the ad- 
visability of your theory, let me ask you this question : You assume 
that the users of electricity are now paying a fair amount for the 
electricity they use, but with the peculiar situation of the two street 
car systems, one of them being able to live on a smaller fare than the 
other, either the users of the electricity or the patrons of the Capi- 
tal Traction Co. have got to suffer in order to give the Washington 
Railway & Electric Co. enough to live on? 

Mr. Gardiner. Exactly. 

The Chairman. And that you have either got to take it out of the 
users of the electric power or out of the patrons of the Capital Trac- 
tion Co. 

Mr. Gardiner. Exactly. And if you take it out of the users of the 
electric power, you take it out of the men who can well afford to pay 
it ; and then it amounts to less than 50 per cent of what it costs the 
patrons of the other road if you tax it as it is taxed now. 

Mr. Johnson. In order that we may come to a clear understand- 
ing, your theorj' is that^ the Potomac Electric Power Co. should be 
permitted to charge more for the power furnished by it in order that 
the railroad fare of the Washington Railway & Electric Co. might 
be kept at the. original 

Mr. Gardiner (interposing). Five cents. 

Mr. Johnson. The original 5-cent fare. 

Mr. Gardiner. Yes, sir. 

Mr. Johnson. What have you to say as to whether or not at the 
same time it would be necessary for the other railroad companies that 
get power from the Potomac Electric Power Co. to be compelled to 
increase their fares to meet the increased charge for their power? 

Mr. Gardiner. But the Capital Traction Co., the other line, manu- 
factures its own electricity, and there is no joker in their bill. 

Mr. Johnson. But there are some five or six street railway com- 
panies which buy their power from the Potomac Electric Power Co. 

Mr. Gardiner. No ; all these lines get their electricity under one 
contract from the Potomac Electric Power Co. and the Washington 
Railway & Electric Co. There is this line in Virginia now, which 
I understand gets its electricity 

Mr. Johnson (interposing). There are two lines in Virginia that 
buv ele<"tricity from the Potomac Electric Power Co. 

Mr. Gardiner. I understand. But let me answer that. If you look 
at the rate charged by the Potomac Electric Power Co. you will find 
that there are five or six different rates. 

Mr. Johnson. Yes; but the Public Utilities Commission can con- 
trol those rates. 

Mr. Gardiner. Of course they can. 

Mr. Johnson. And if they are selling power too cheaply to any 
one of these railroads, the commission can regulate it. 
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Mr. Gardiner. They can regulate it. That is why I say it does 
not need any legislation if the commission will simply recede from 
the position it has taken. 

Mr. Johnson. Is it not a fact that the street railroad line that runs 
from Washington to Alexander has been in such distress and needed 
an increased rate so badly that they were compelled to make a deposit 
every morning by 9 o'clock before they coula get power for the day 
on which to operate their cars? 

Mr. Gardiner. I would not want to answer that here. I will 
answer it if the newspapers will not print the answer. 

Mr. Johnson. Never mind that, then. If the cost of power is to be 
increased, would it not put the street car companies that buy their 
power from the Potomac Electric Power Co. in further distress and 
therefore compel them to charge their patrons more when your 
remedy would enable only one company to maintain the former rate? 

Mr. Gardiner. My remedy would enable all of the branches of the 
roads in the District of Columbia and running into Maryland to do 
that. It would not help the Virginia roads. 

Mr. Johnson. When the street car companies operating in the 
District of Columbia reach the District line and go into Maryland, 
another fare is collected, is it not? 

Mr. Gardiner. Yes; but that is regulated 

Mr. Johnson (interposing). Would not thejr have to at least in- 
crease their fare after they got out of the District of Columbia? 

Mr. Gardiner. They will not have to pay another dollar for their 
power under my plan. They have a contract now, which is an ad- 
vantageous contract, entered into at the time this arrangement was 
made between the Washington Railway & Electric Co., which sup- 
plies its subsidiary companies, and the f*otomac Electric Powder Co.* 
which will not be disturbed, and I doubt whether it can be disturbed. 

Mr. Johnson. I hope I nave not disturbed you. 

Mr. Gardiner. Not at all. I want to answer all questions, if I can. 

Mr. Benson. What rate of return has the power company under 
the decision of the Public Utilities Commission? 

Mr. Gardiner. Seven per cent return, although I understand that 
in the rate hearings the president of the company, Mr. Ham, who 
ifi also president of the Washington Railway & Electric Co., claimed 
that they were not actually earning 7 per cent. I think that is cor- 
rect. 

Mr. Benson. If it had been left at the 10-cent rate, what would 
have been their return on the appraised valuation ? 

Mr. Gardiner. I could not answer that exactly. I can say possi- 
bly 8 per cent. That can be worked out. 

Mr. Benson. Eight pefr cent would not be an unreasonable return 
for a corporation to make on borrowed money at the present time, 
would it? 

Mr. Gardiner. No. I believe that nothing less than 7 per cent 
rot urn will permit these roads to live, and if you will look at the 
Minnesota rate case you wiH find that Mr. Justice Hughes, in effect^ 
placed the rate of return as being confiscatory upon the ground that 
the cost of money was so much, and thereiore the rate of return 
F^hould be equal to that amount. In other words, he took the test 
tliat in this community money is worth so much, and these people 
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must pay that particular public utility, let us say, so much money, 
such a rate for its money, and therefore it must have such a rate 
on its return. Would you for a moment invest in the securities of 
a public utility if the rate of return was not equal to what they 
would have to pay on the market for their money ? Of course, you 
would not, and you would not permit a client to do that either, and 
if one of your clients did invest in such securities without or against 
your advice you would call him down for doing it. 

Mr. Benson. Was your suggestion that the rate of the power com- 
pany be increased or let stand at the former rate of 10 cents ? 

Mr. Gardiner. I have it figured out that 12 cents to the priviate 
consumer instead of 10 cents, and a proportionate raise in the lower 
commercial rate should be allowed. 

Mr. Lanham. How would that rate compare with the correspond- 
ing rate in cities of a similar size ? 

Mr. Gardiner. Some are higher and some lower. You will find 
in some places that they have natural gas, and you will find in othef 
places that they have water power, and all those things must be taken 
into consideration. 

Mr. Woods. And also the freight rates on coal. 

Mr. Gardiner. All conditions that enterr into it must be consid- 
ered. 

Mr. Lanham. The Capital Traction Co. furnishes no power ex- 
cept for itself? 

Mr. Gardiner. No. 

Mr. Lanham. Therefore no complication could arise between two 
power companies by an increase of rates ? 

Mr. Gardiner. None whatever. I believe the Capital Traction 
Co. — ^I have not spoken to anybody about 'my testimony here, be- 
cause I wanted to be perfectly free — but I believe Mr. Hamilton 
to-day would say that he would rather have a 5-cent fare, certainly 
not increase it now, and permit the Potomac Electric Power Co. to 
charge an increased rate rathefr than to have a disturbing condition 
exist here. Every time a street railroad fare is raised it creates more 
disturbance and more antagonism against the utility. 

Mr. Benson. It has been suggested that your proposition means 
that a certain percentage of the people would pay a higher price for 
electricity, and that would carry the railroads. At it is now the 
people who ride on the Capital Traction Co. are paying a higher 
fare than necessary for them to have to earn a fair return, in order 
that the Washington Railway & Electric Co. shall earn sufficient to 
live on; is that not it? 

Mr. Gardiner. That is the point, exactly. 

Mr. Benson. 'And that the amount that the Capital Traction Co., 
which does not need it, earns above a fair return, is more out of the 
pockets of the people than would be necessary if the Potomac Elec- 
tric Power Co. were allowed a larger return on its electricity ? 

Mr. Gardiner. Yes, sir ; almost 3 to 1 larger. 

Mr. BuRDicK. You look upon the Washington Railway & Electric 
Co. as one big company selling two different kinds of goods. 

Mr. Gardiner. Precisely, a holding company. 

Mr. BuRDiCK. In the same way that a storekeeper might make a 
large amount on his meats and less on his vegetables, and yet the 
business would be successful? 
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Mr. Gardiner. Exactly. 

Mr. BuRDiCK. And that although the Potomac Electric Power Co. 
is a different corporation, it is really the Washington Railway & 
Electric Co. ? 

Mr. Gardiner. It is the same corporation, except for this joker 
that appears in this bill. 

Mr. BuRDicK. The Washington Railway & Electric Co. is selling 
two kinds of ^oods and ought to be allowed to make more on one 
kind of goods m order to be able to sell the other at a lower price? 

Mr. Gradiner. Exactly. 

Mr. Lanham. And it is the only power company in the District 
of Columbia furnishing power and light, except the company which 
furnishes it for its own use? 

Mr. Gardiner. It is the only one. If you will look here in this 
opinion you will find that I took the total number of individual sub- 
scribers m the city and their rates per month would be increased not 
over 60 cents. Then, if a mai| has an average family of four riding 
on the street cars, that is 16 cents a day. He would have to pay 16 
cents a day in additional fares, but as it is he would have to pay more. 
T see they have applied for an increase rate above the 7-cent rate, and 
I am perfectly satisfied they will have to have it; I was satisfied at 
the time this opinion was written that they could not live on the 
increase given them then, and when you get it to 10, they can not 
live. 

Mr. Johnson. To carry your theory out, why would it not be just 
to pay the deficit that the Washington Railway & Electric Co. has 
in its earnings out of the District public treasury ? 

Mr. Gardiner. I would not consent to that because it is a very 
different proposition that has been suggested by others, who are 
opposed to my plan. As was suggested by Mr. Burdick, here is on-5 
company that owns these propositions. I have no interest in either 
the Potomac Electric Power Co. or the Washington Railway & Elec- 
tric Co., but there is no reason why I should permit my taxes to bo 
doubled and pay increased taxes. 

Mr. Johnson. Does not the same reason exist as to why you should 
have the electric light charges increased to pay the street railway 
fares ? 

Mr. Gardiner. Not at all. Because, while we can not tell exactly 
how many people use the cars that do not use electricity, it is a fair 
assumption to say that three- fourths of the people who use the cars 
use electricity. 

Mr. Johnson. All the citizens of the District of Columbia use 
electricity to the extent that they, as taxpayers, pay for the public 
street lights. 

Mr. Gardiner. 'Oh, yes ; of course. It is true that out of the public 
money there is paid an amount for the lighting of our thoroughfares, 

Mr. Johnson. So, if the charge for electricity were increased all 
around and the cost of street lighting increased, the taxpayers would 
pay it ? 

Mr. Gardiner. You will not have to increase the cost of electric 
lights to the city at all. 

Mr. Johnson. Why increase it upon one class and not upon every 
class? 
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Mr. Gardiner. Why do you gentlemen permit the individual con- 
sumer to pay an increased telephone rate and not permit the Gov- 
ernment to pay an increased telephone rate ? 

Mr. Johnson. I am not in favor of that. 

Mr. Gardiner. There is a condition that exists. 

Mr. Johnson. I have also been in favor of permitting the Wash- 
ington Railway & Electric Co. to own its owp power plant, directly 
instead of indirectly. 

Mr. Gardiner. That is exactly what you want; that is what it 
was intended to be done. That is what should be done, and, if you 
will strike that joker out, or tell the Public Utilities to increase 
that and let them get it in that way — strike out that language in the 
bill — ^you have the whole thing solved, and these railroad companies 
will both go back happy. I venture to say that Mr. Hamilton, who 
has a very long head on him, does realize to-da}^ that that is the best . 
thing for his road. If you do that, and the Capital Traction Co. sees 
that the other road has a good proposition, and the Washin^on 
Railway & Electric Co. comes to be an average, living proposition, 
then they are going to merge. 

But, do you think the stockholders of the Capital Traction Co. 
are going to consider a merger when they are in a position that every 
time you put a dollar in the other fellow's pocket to give him bread 
the Capital Traction Co. is getting enough money to buy a fine break- 
fast — that they are going to consent to a merger ? 

Mr. Johnson. On that basis, you go upon the theory that the two 
lines will continue to be separate, whereas this proposition is upon 
the basis that they will merge. 

Mr. Gardiner. I say they will merge if this proposition I suggest 
is put through, but they are not going to merge unless they have some 
such proposition. 

Mr. Johnson. Let us get at the propositions as to what you believe 
is the way in which a merger can be brought about. 

Mr. Gardiner. By simply eliminating that joker in the bill. 

Mr. Johnson. What joker? 

Mr. Gardiner. In the enabling act of 1900. 

Mr, Zihlman. I was very much interested in one statement you 
made. You stated that under your plan the companies in Maryland 
would be able to continue operation and would not be hurt by the 
plan to increase the rate for power. But two of those companies, as 
I understand it, are separate corporations. 

Mr. Gardiner. They are carried, and the commission in its opinion 
treats them as one company. 

Mr. Zihlman. Those companies have recently applied for and 
have received an advance rate from the public utilities commission of 
Maryland ? 

Mr. Gardiner. Yes. 

Mr. Zihlman. And they are now, notwithstanding that increase, 
losing money ? 

Mr. Gardiner. Yes. 

Mr. Zihlman. If the rate for power is increased, fhat would mean 
a raise in fare, inevitably ? 

Mr. Gardiner. You do not increase the rate for power to the 
Washington Eailway & Electric Co. or its subsidiary companies 
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under my plan, because they have a contract now which has been in 
force ever since the enabling act was passed, and will continue to be 
in force, and that would not be disturbed at all. It would not have 
any effect, so far as increasing the fares is concerned. 

Mr. ZiHLMAN. Your idea is to increase the rate merely to the gen- 
eral public? 

Mr. Benson. The Public Service Commission of Maryland would 
control the Maryland situation, and the Public Service Commission 
of Virginia, I suppose, would control the Virginia situation? 

Mr. Gardiner. I think the Interstate Commerce Commission deals 
with the Virginia proposition, because that is an interstate road, run- 
ning from Virginia into the District. I think, too, perhaps the In- 
terstate Commerce Commission would likewise have charge of the 
situation in Maryland, because the roads there run from Maryland 
into the District. 

Mr. Drane. How long has the reserve been set aside ? 

Mr. Gardiner. Since 1917. The public would not feel that because 
it was already paid up. 

Mr. Drane. That would carry out your figures? It would be 
about $1.80 per capita every year ? 

Mr. Gardiner. Yes, sir; just about that. 

The Chairman. I wish you would elaborate your idea about the 
elimination of that provision in the enabling act as to how that 
would bring about a consolidation. 

Mr. Gardiner. If that is eliminated 



Mr. Johnson. When you say " that " you mean 

Mr. Gardiner (interposing). I mean the provision we are discuss- 
ing now. 

Mr. Johnson. Suppose you read the language you refer to ; I think 
it is the last three or four lines in that provision. 

Mr. Gardiner. It says: 

And may guarantee the securities of any such company, but in no event shall 
said railway corporation be authorized to receive any transfer of the property 
or franchise of such electric power company. 

All you have to do is to eliminate those words and then go back 
under the original enabling act, as we call it — ^that is, the act of 1900 — 
and they can take over that corporation bodily, just as they took 
over the suburban roads under the same act. 

The Chairman. When you said that would bring about a consoli- 
dation did you mean a consolidation of the Potomac Electric Power 
Co. with the Washington Railway & Electric Co. ? 

Mr. Gardiner. No, sir ; that would bring about a consolidation of 
the Capital Traction Co. and the Washington Railway & Electric Co. 

The Chairman. I wish you would elaborate on that. 

Mr. Gardiner. Because it will put both of them upon a basis of 
equality, and when you get business men who have their money in- 
vested or orphans who have business men advising them, or widows 
who have somebodv advising them, they would say, " Why, you had 
better consolidate 

Mr. Johnson (interposing). What kind of an equality does it 
put them on ? 

Mr. Gardiner. Because then the t*otomac Electric Power Co. and 
the Washington Railway & Electric Co., all being one, they would 
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he entitled to earn not less than 6 per cent on their total properties, 
as the Supreme Court said. 

Mr. BuRDiCK. Then they would have to be authorized to increase 
the charge for power? 

Mr. Gardiner. They do not have to, because the Public Utilities 
Commission must allow them, under the present law 

Mr. BuRDiCK (interposing). I mean authorized by the Public 
Utilities Commission. 

Mr. Gardiner. The Public Utilities Commission has that power 
now. 

Mr. BuRDicK. But it has not the power to allow them an increase 
lar^e enough to pay for the loss on their 

Mr. Gardixer (interposing). Yes; they have; if they have the 
power to increase the return of the Capital Traction Co. to 14 per 
<5ent, then they have the power to increase the return of the con- 
solidated companies to 12 per cent. 

Mr. BuRDiCK. I understand your argument is this, that if you make 
the Potomac Electric Power Co. and the Washington Railway & 
Electric Co. one in fact as well as in theory then you have one entire 
plant and one entire capital. 

Mr. Gardiner. Yes. 

Mr. BuRDiCK. Then it will be the duty of the Public Utilities Com- 
mission to allow them to charge for their product, both for electric 
power and street-car fares, enough to earn 6 or 7 per cent ? 

Mr. Gardiner. Precisely. 

Mr. BuRDiCK. And when they are doing that, that is going to bring 
the Washington Railway & Electric Co. and the Potomac Electric 
Power Co. up nearer to a paying concern? 

Mr. Gardiner. It is going to bring them up to a paying concern 
and put them on practically the same basis in earning power as the 
Capital Traction Co., and therefore the Capital Traction Co. and 
the Washington Railway & Electric Co. would be one. It is gen- 
erally known — and I suppose I am not divulging anything that ought 
not to be mentioned — that two years ago, as Mr. Hamilton knows, 
the president of the Capital Traction Co. and the chairman of the 
board of directors of the Washington Railway & Electric Co. were 
discussing a merger and trying to see if they could find a basis for a 
merger, and then this crisis came and the merger fell down. 

Mr. BuRDiCK. A complete merger would lessen the cost of over- 
head ? 

Mr. Gardiner. Absolutely ; it must lessen the cost. 

Mr. Drane. I want to get this matter clearly in my own mind. I 
understand you to say an increase in the rate for electric power 
would only amount to 60 cents per family ? 

Mr. Gardiner. I will give you the exact figures. I have that right 
here. Here is the information I got. It says : 

The last census told us that the average household in the District of Colum- 
hia consisted of four adult persons. This census was taken in 1910. From the 
best information now available, six persons to a household would be the corrcH^t 
number, with four of them adults and the others children 6 or 7 years old. 

Mr. Johnson. Where did you get those statistics? 
Mr. Gardiner. I got them from the Census Bureau. 
Mr. Johnson. They gave you those statistics as statistics of the 
District of Columbia? 
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Mr. Gardiner. They can regulate it. That is why I say it does 
not need any legislation if the <jommission will simply recede from 
the position it has taken. 

Mr. Johnson. Is it not a fact that the street railroad line that runs 
from Washington to Alexander has been in such distress and needed 
an increased rate so badly that they were compelled to make a deposit 
every morning by 9 o'clock before they could get power for the day 
on which to operate their cars? 

Mr. Gardiner. I would not want to answer that here. I will 
answer it if the newspapers will not print the answer. 

Mr. Johnson. Never mind that, then. If the cost of power is to bo 
increased, would it not put the street car companies that buy their 
power from the Potomac Electric Power Co. in further distress and 
therefore compel them to charge their patrons more when your 
remedy would enable only one company to maintain the former rate ? 

Mr. Gardiner. My remedy would enable all of the branches of the 
roads in the District of Columbia and running into Maryland to do 
that. It would not help the Virginia roads. 

Mr. Johnson. When the street car companies operating in the 
District of Columbia reach the District line and go into Maryland, 
another fare is collected, is it not? 

Mr. Gardiner. Yes; but that is regulated 

Mr. Johnson (interposing). Would not thej^ have to at least in- 
crease their fare after they got out of the District of Columbia? 

Mr. Gardiner. They will not have to pay another dollar for their 
power under my plan. They have a contract now, which is an ad- 
vantageous contract, entered into at the time this arrangement was 
made between the Washington Railway & Electric Co., which sup- 
plies its subsidiary companies, and the fotomac Electric Powder Co., 
which will not be disturbed, and I doubt whether it can be disturbed. 

Mr. Johnson. I hope I have not disturbed you. 

Mr. Gardiner. Not at all. I want to answer all questions, if I can. 

Mr. Benson. What rate of return has the power company under 
the decision of the Public Utilities Commission? 

Mr. Gardiner. Seven per cent return, although I understand that 
In the rate hearings the president of the company, Mr. Ham, who 
is also president of the Washington Railway & Electric Co., claimed 
that they were not actually earning 7 per cent. I think that is cor- 
rect. 

Mr. Benson. If it had been left at the 10-cent rate, what would 
have been their return on the appraised valuation ? 

Mr. Gardiner. I could not answer that exactly. I can say possi- 
bly 8 per cent. That can be worked out. 

Mr. Benson. Eight pefr cent would not be an unreasonable return 
for a corporation to make on borrowed money at the present time, 
would it? 

Mr. Gardiner. No. I believe that nothing less than 7 per cent 
return will permit these roads to live, and if you will loot at the 
Minnesota rate case you will find that Mr. Justice Hughes, in effect^ 
placed the rate of return as being confiscatory upon the ground that 
the cost of money was so much, and therefore the rate of return 
should be equal to that amount. In other words, he took the test 
that in this community money is worth so much, and these people 
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must pay that particular public utility, let us say, so much money, 
such a rate for its money, and therefore it must have such a rate 
on its return. Would you for a moment invest in the securities of 
a public utility if the rate of return was not equal to what they 
would have to pay on the market for their money? Of course, you 
would not, and you would not permit a client to do that either, and 
if one of your clients did invest in such securities without or against 
your advice you would call him down for doing it. 

Mr. Benson. Was your suggestion that the rate of the power com- 
pany be increased or let stand at the former rate of 10 cents? 

Mr. Gardiner. I have* it figured out that 12 cents to the priviate 
consumer instead of 10 cents, and a proportionate raise in the lower 
commercial rate should be allowed. 

Mr. Lanham. How would that rate compai'e with the cori^espond- 
ing rate in cities of a similar size ? 

Mr. Gardiner. Some are higher and some lower. You will find 
in some places that they have natural gas, and you will find in other 
places that they have water power, and all those things must be taken 
into consideration. 

Mr. Woods. And also the freight rates on coal. 

Mr. Gardiner. All conditions that enter into it must be consid- 
ered. 

Mr. Lanham. The Capital Traction Co. furnishes no power ex- 
cept for itself? 

Mr. Gardiner. No. 

Mr. Lanham. Therefore no complication could arise between two 
power companies by an increase of rates ? 

Mr. Gardiner. None whatever. I believe the Capital Traction 
Co. — ^I have not spoken to anybody about my testimony here, be- 
cause I wanted to be perfectly free — but I believe Mr. Hamilton 
to-day would say that he would rather have a 5-cent fare, certainly 
not increase it now, and permit the Potomac Electric Power Co. to 
charge an increased rate rathefr than to have a disturbing condition 
exist here. Every time a street railroad fare is raised it creates more 
disturbance and more antagonism against the utility. 

Mr. Benson. It has been suggested that your proposition means 
that a certain percentage of the people would pay a higher price for 
electricity, and that would carry the railroads. At it is now the 
people who ride on the Capital Traction Co. are paying a higher 
fare than necessary for them to have to earn a fair return, in order 
that the Washington Railway & Electric Co. shall earn sufficient to 
live on; is that not it? 

Mr. Gardiner. That is the point, exactly. 

Mr. Benson. 'And that the amount that the Capital Traction Co., 
which does not need it, earns above a fair return, is more out of the 
pockets of the people than would be necessary if the Potomac Elec- 
tric Power Co. were allowed a larger return on its electricity ? 

Mr. Gardiner. Yes, sir; almost 3 to 1 larger. 

Mr. Burdick. You look upon the Washington Railway & Electric 
Co. as one big company selling two different kinds of goods. 

Mr. Gardiner. Precisely, a holding company. 

Mr. Burdick. In the same way that a storekeeper might make a 
large amount on his meats and less on his vegetables, and yet the 
business would be successful? 
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Mr. Gardiner, They can regulate it. That is why I say it does 
not need any legislation if the <jomniission will simply recede from 
the position it has taken. 

Mr. Johnson. Is it not a fact that the street railroad line that runs 
from Washington to Alexander has been in such distress and needed 
an increased rate so badly that they were compelled to make a deposit 
every morning by 9 o'clock before they could get power for the day 
on which to operate their cars? 

Mr. Gardiner. I would not want to answer that here. I will 
answer it if the newspapers will not print the answer. 

Mr. Johnson. Never mind that, then. If the cost of power is to be 
increased, would it not put the street car companies that buy their 
power from the Potomac Electric Power Co. in further distress and 
therefore compel them to charge their patrons more when your 
remedy would enable only one company to maintain the former rate ? 

Mr. Gardiner. My remedy would enable all of the branches of the 
roads in the District of Columbia and running into Maryland to do 
that. It would not help the Virginia roads. 

Mr. Johnson. When the street car companies operating in the 
District of Columbia reach the District line and go into Maryland, 
another fare is collected, is it not? 

Mr. Gardiner. Yes; but that is regulated 

Mr. Johnson (interposing). Would not thej^ have to at least in- 
crease their fare after they got out of the District of Columbia? 

Mr. Gardiner. They will not have to pay another dollar for their 
power under my plan. They have a contract now, which is an ad- 
vantageous contract, entered into at the time this arrangement was 
made between the Washington Railway & Electric Co., which sup- 
plies its subsidiary companies, and the Irotomac Electric Powder Co., 
which will not be disturbed, and I doubt whether it can be disturbed. 

Mr. Johnson. I hope I have not disturbed you. 

Mr. Gardiner. Not at all. I want to answer all questions, if I can. 

Mr. Benson. What rate of return has the power company under 
the decision of the Public Utilities Commission ? 

Mr. Gardiner. Seven per cent return, although I understand that 
In the rate hearings the president of the company, Mr. Ham, who 
is also president of the Washington Railway & Electric Co., claimed 
that they were not actually earning 7 per cent. I think that is cor- 
rect. 

Mr. Benson. If it had been left at the 10-cent rate, what would 
have been their return on the appraised valuation ? 

Mr. Gardiner. I could not answer that exactly. I can say possi- 
bly 8 per cent. That can be worked out. 

Mr. Benson. Eight pefr cent would not be an unreasonable return 
for a corporation to make on borrowed money at the present time, 
would it? 

Mr. Gardiner. No. I believe that nothing less than 7 per cent 
return will permit these roads to live, and if you will look at the 
Minnesota rate case you wiH find that Mr. Justice Hughes, in effect^ 
placed the rate of return as being confiscatory upon the ground that 
the cost of money was so much, and thereiore the rate of return 
should be equal to that amount. In other words, he took the test 
that in this community money is worth so much, and these people 
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must pay that particular public utility, let us say, so much money, 
such a rate for its money, and therefore it must have such a rate 
on its return. Would you for a moment invest in the securities of 
a public utility if the rate of return was not equal to what they 
would have to pay on the market for their money ? Of course, you 
would not, and you would not permit a client to do that either, and 
if one of your clients did invest in such securities without or against 
your advice you would call him down for doing it. 

Mr. Benson. Was your suggestion that the rate of the power com- 
pany be increased or let stand at the former rate of 10 cents ? 

Mr. Gardiner. I have it figured out that 12 cents to the priviate 
consumer instead of 10 cents, and a proportionate raise in the lower 
commercial rate should be allowed. 

Mr. Lanham. How would that rate compare with the correspond- 
ing rate in cities of a similar size ? 

Mr. Gardiner. Some are higher and some lower. You will find 
in some places that they have natural gas, and you will find in other 
places that they have water power, and all those things must be taken 
into consideration. 

Mr. Woods. And also the freight rates on coal. 

Mr. Gardiner. All conditions that enter into it must be consid- 
ered. 

Mr. Lanham. The Capital Traction Co. furnishes no power ex- 
cept for itself? 

Mr. Gardiner. No. 

Mr. Lanham. Therefore no complication could arise between two 
power companies by an increase of rates ? 

Mr. Gardiner. None whatever. I believe the Capital Traction 
Co. — ^I have not spoken to anybody about my testimony here, be- 
cause I wanted to be perfectly free — but I believe Mr. Hamilton 
to-day would say that he would rather have a 5-cent fare, certainly 
not increase it now, and permit the Potomac Electric Power Co. to 
charge an increased rate rathefr than to have a disturbing condition 
exist here. Every time a street railroad fare is raised it creates more 
disturbance and more antagonism against the utility. 

Mr. Benson. It has been suggested that your proposition means 
that a certain percentage of the people would pay a higher price for 
electricity, and that would carry the railroads. At it is now the 
people who ride on the Capital Traction Co. are paying a higher 
fare than necessary for them to have to earn a fair return, in order 
that the Washington Railway & Electric Co. shall earn sufficient to 
live on; is that not it? 

Mr. Gardiner. That is the point, exactly. 

Mr. Benson. 'And that the amount that the Capital Traction Co., 
which does not need it, earns above a fair return, is more out of the 
pockets of the people than would be necessary if the Potomac Elec- 
tric Power Co. were allowed a larger return on its electricity? 

Mr. Gardiner. Yes, sir; almost 3 to 1 larger. 

Mr. BuRDiCK. You look upon the Washington Railway & Electric 
Co. as one big company selling two different kinds of goods. 

Mr. Gardiner. Precisely, a holding company. 

Mr. BuRDiCK. In the same way that a storeteeper might make a 
large amount on his meats and less on his vegetables, and yet the 
business would be successful? 
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Mr. Gardiner. Yes, sir. 

Mr. Drane. That is to say, the loss out of one pocket? 

Mr. Gardiner. Yes. 

Mr. Drane. Do they make an enormous profit, or, we will say, a 
very satisfactory profit, out of their power-house operation ? 

Mr. Gardiner. They make — under the order of the Public Utilities 
Commission they were supposed to make 7 per cent return. 

Mr. Drane. 'That is not taken into consideration in stating the low 
rate of dividend which they make on the railroad operation ? 

Mr. Gardiner. No! 

Mr. ZiHLMAN. How much is the increase you propose? 

Mr. Gardiner. A very small proportion; you would be surprised 
at the small proportion of individuals. 

Mr. ZiHLMAN. It would run the per capita very hiffh? 

Mr. Gardiner. This same increase would run to the business houses, 
too. They have four different rates or charges. They would be all 
increased. 

Mr. ZiHLMAN. Then you are putting this burden upon a very small 
percentage of the people ? 

Mr. Gardiner. No ; I am putting it upon all the users of electricity. 
When I say there are 28,000 individual users 

Mr. ZiHLMAN (interposing). That is, individual users who use it 
in their residences? 

Mr. Gardiner. Who have a contract for the maximum rate ; but the 
general increase would also apply to the four or five different rates, 
and would go up proportionately. 

Mr. Johnson. Do you know of a house now being built that is 
piped for gas and not wired for electricity ? 

Mr. Gardiner. I do not ; I could not answer that because I do not 
know. I know that in an examination of this question I was sur- 
prised to find what proportion of the houses in Washington had 
electricity. 

Mr. Johnson. But they are all coming to electricity? 

Mr. Gardiner. I believe the use of electricity is going to grow. I 
believe the time will come when they are going to use more elec- 
tricity than they are using now. But I doubt whether any of the 
southwestern or southeastern part of the city will ever have elec- 
tricity, and I do not believe the property owners can afford the ex- 
pense of putting it in the houses there. They can get as much rent 
from the class of tenants who live in those localities without elec- 
tricity, and the tenants would just as soon have gas. 

The Chairman. I would like to ask you one more question. Have 
you anything to base your statement upon that the repeal of this pro- 
vision to which you refer would bring about a consolidation, except 
your own optimism and hopefulness? 

Mr. Gardiner. I am willing to leave it to the lawyers, to yourself 
and other lawyers on this committee, to sit down and write the act 
yourselves. This is as plain a proposition, it seems to me, as the 
glasses on your eyes. But if you want any authorities to support 
that, I will give them to you. 

The Cuairman. It does not need any authorities, but it needs the 
willingness and the cooperation of the two companies. 
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Mr. Gardiner. You ask the officials of both companies, and I think 
they will iadmit that it can be done. 

The Chairman. But they did not consolidate before the law was 
passed, and they have been running along separately for quite a long 
time. 

Mr. Gardiner. But there have been tremendous changes since 1900. 

The Chairman. Coming back to my original question, have you 
anything to base your statement upon except your ideas of what 
would be good business for both companies ? 

Mr. Gardiner. No, sir. 

The Chairman. You think that it would be a good business prop- 
osition for the companies to come together? 

Mr. Gardiner. I misunderstood you. You can make a calculation 
and figure what it would cost the two companies to run independ- 
ently and what it would cost them to run together. We had an 
expert here a couple of years ago before the commission who pointed 
out some advantages of having them together, such as the rerouting 
of cars. 

The Chairman. That would be because you think it would be to 
their advantage from a business standpoint? 

Mr. Gardiner. To consolidate — undoubtedly, I think it would be. 
It does not require any law for that. That is a business proposition. 

The Chairman. I wanted to know what basis you had tor your 
statement that the repeal of the law, in your opinion, would bring 
about a consolidation. 

Mr. Gardiner. That is another question. If the law is repealed 
and it works out as we believe it will — and you gentlemen can ascer- 
tain how it would work out — it seems to me we should look at it as a 
common-sense proposition. If one of you and I were two men on 
opposite sides of a proposition and you had the advantage of me, 
you would not be willing to talk to me in regard to getting together 
and joining our business together. But if I had some advantages, 
too, and both of us had a prosperous proposition, and we felt that by 
joining together we could get more money, we would get together 
and talk business. But vou would not talk business to me when I 
have to beg for my breakfast and you had the money in hand for 
three or four weeks' board. That is the proposition. 

Mr. Johnson. But Mr. Mapes was asking you whether or not you 
knew for certain that the two companies share your view of it. 

Mr. Gardiner. I know the presidents of both companies, and they 
said they favor consolidation, and they have said to me repeatedly 
that they favor a consolidation. 

Mr. Johnson. They have said they would favor a consolidation 
and would go into a consolidation provided the Washington Railway 
& Electric Co. could take over bodily the Potomac Electric Power 
Co. plant. 

Mr. Gardiner. No; they have not told me that. But the stock- 
holders would have a good deal to say about that, and the stock- 
holders are business men. 

Mr. Johnson. You have said that if the Washington Railway & 
Electric Co., the street car company, owned bodily the Potomac Elec- 
tric Power Co., then consolidation would follow. That is your own 
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view, s^nd you do not know that the two street car companies enter- 
tain the same view ? , 

Mr. Gardiner. No ; I do not ; because I have kept away from them. 
But I may state here, you gentleman might say, this may be done, 
provided the consolidation of the two roads was effected, and it 
would be equal to a rawhide whip. 

Mr. Johnson. Then the Washington Railwaj^ & Electric Co. would 
not own the Potomac Electric Power Co., but it would be a new con- 
cern that would own the Potomac Electric Power Co. ? 

Mr. Gardiner. It would be the same thing. 

Mr. Johnson. Then they would own two power companies? 

Mr. Gardiner. You would have to have two power companies, 
because the Potomac Electric Power Co. would not be able to fur- 
nish enough power to supply both roads. If you took over the 
Capital Traction Co., if there is a consolidation, in any event it 
takes over all the electric power plants, too. 

Mr. Johnson. Would there not be the same objection to the newly- 
organized street railroad company, that being the only one in the 
District of Columbia owning a power company which manufac- 
tures and distributes electricity to everybody throughout the Dis- 
trict, that there now is? 

Mr. Gardiner. I think not. If that combination means better 
service and cheaper service, the public is not going to complain 
about it. They would be under the supervision and control, as a 
unit, of the Public Utilities Commission. 

Mr. Johnson. If the Washington Railway & Electric Co. can not 
own itself profitably at present rates, how would the consolidated 
company be able to own, in addition to the Capital Traction Co., 
the Washington Bailway & Electric Co. and reduce the rates on 
the electric power to be sold by the Potomac Electric Power Co., 
which they would take over in taking over the railroad company? 

Mr. Gardiner. The Capital Traction Co. is a short line and a 
profitable line. 

Mr. Johnson. I understand that. 

Mr. Gardiner. They would lend additional strength to the com- 
bination I have suggested; that is, the electric light plant and the 
railroad plant, by consolidation. But the reason I suggested you 
put in that provision, " Provided they consolidate," is that it would 
be an inducement to the stockholders of the Washington Railway 
& Electric Co. to consider a consolidation. 

The Chairman. Would there not be the same difficulty there is 
now ; that is, that the Capital Traction Co. might figure this way : 
" If we consolidate with the Washington Railway & Electric Co., 
the minute we become consolidated the Public Utilities Commission 
would say that the earnings of the Capital Traction Co. would be 
enough to make the combined properties profitable, and, therefore, 
we will reduce the rate of the product of the Potomac Electric Power 
Co." and in that way and for that reason the stockholders of the. 
Capital Traction Co. would hesitate to consolidate as much as they 
hesitate now? 

Mr. Gardiner. If, after a consolidation, experience and operation 
for six months demonstrated the fact that the two railroads jointly 
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could operate with the Potomac Electric Power Co. as a feeder at 
less than 5 ce*^**. or by reducing the price of electric current, they 
could still operate and get an income of 6 per cent on their invest- 
ment, it would be the duty of the public utilities commission to cut 
that rate back again. 

The Chairman. Then the Capital Traction Co. management and 
stockholders will have that situation in view, and it does not seem 
to me that the fact that the Washington Railway & Electric Co. 
and the Potomac Electric Power Co. are made one will be anv in- 
ducement at all to them to come together. 

Mr. Gardiner. Yes; it will, because every time in the history of 
the whole country— rand I got information as best I could — in every 
State and every city where there has been an increase of fare over 
5 cents there has been a tremendous falling off in the number of 
passengers carried, because people resent it. So the Capital Trac- 
tion Co. can see the value m the Washington Railway & Electric 
Co., and they will see it if they join together, there necessarily is an 
inducement to them. 

Mr. Lanham. It seems, from the evidence- in the hearings, that 
these companies have run with equal efficiency. It costs each com- 
pany about the same to run a car a mile. But the present condi- 
tion of the Washington Railway & Electric Co. ai-ises by reason 
of the increased expenses necessary because of the war and by rea- 
son of their greater holdings? 

Mr. Gardiner. No, sir; you are wrong about that. 

Mr. Lanham. I say that is what appears from the hearings. Just 
predicating this question upon that, which must be true — and I am 
assuming that from what we have had during the hearings — ^what 
efforts were made by these two companies prior to the war, when 
they were, perhaps, both enjoying prosperity, such as you want to 
bring them to induce them into a merger — ^what efforts were made 
in the antebellum days to get them together? 

Mr. Gardiner. I do not know. But I do know that at the begin- 
ning of the war there was a strong effort on the part of both com- 
panies to get together. 

Mr. Johnson. What prevented them? 

Mr. Gardiner. There were some stockholders — ^I do not feel at 
liberty to tell that except to say there was a strong effort on the 
part of both companies to get together, and they had almost reached 
a point where something tangible was in sight; in other words, a 
merger was in sight at mat time. 

The Chairman. I did not get the impression from the testimony 
of Mr. Ham that there had been any serious attempt to get together. 

Mr. Gardiner. Yes; there were meetings. There was a commit- 
tee appointed by each company, and there were many meetings. 
X discussed it with the chairman of the board of directors of the 
Washington Railway & Electric Co., after Mr. King retired as 
president of that company and before Mr. Ham succeeded to that 
office. I discussed it with Mr. Hamilton. I knew that Mr. Hamil- 
ton was very ready to go into a consolidation provided, of course, he 
could get what he thought his stockholders were entitled to. And 
the chairman of the board of directors of the Washington Railway 
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& Electric Co., after Mr. King retired and before Mr. Ham .took 
office, was likewise very anxious to have a consolidation, and there 
were a number of meetings and a number of propositions made. 

Mr. Johnson. Is there any more probability that they would get 
together voluntarily now than there was at the time or which you 
speak? 

Mr. Gardiner. Not unless there is some legislation for the repeal 
of this provision I have referred to. 

(Thereupon, the committee adjourned to meet Tuesday, February 
8, 1920, at 10 o'clock a. m.) 
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committbe on the district of columbia, 

House of Representatives, 

Tuesday^ February 3^ 1920, 

The committee met at 10 o'clock a. m., Hon. Carl E. Mapes (chair- 
man) presiding. 

ADDITIONAL STATEliENT OF LIEITT. COL. CHAELES W. ETJTZ, 
ENOINEEE COMiaSSIONEE, DISTEICT OF COLUMBIA. 

The Chairman. Mr. Gardner, who was before the committee at 
our last meeting, has stated that his doctor advises him not to go 
ahead this morning, but he will try to be here to-morrow. Soine of 
the members of the committee would like to ask Col. Kutz some fur- 
ther questions and he will go on this morning. 

Mr. Johnson. Mr. Chairman, as I said to you only a few mo- 
ments ago, I am not so much interested in some phases of the dis- 
cussion as I am in the provisions of the bill directly, and since I, 
myself, am on the sick list I would be glad to ask Col. Kutz, as 
chairman of the board of public utilities, some questions relative to 
the bill itself. 

Col. Kutz, several days ago I spoke to you about the advisability 
of incorporating the title of the act of July 1, 1902, in this bill, since 
there are a number of acts which were approved on that day, and 
we may select any one of several for the purposes of this act unless 
we designate the particular title. You agreed that the title should 
be in this bill. 

Col. Kutz. Yes, sir. 

Mr. Johnson. Colonel, is there any general act of Congress under 
which street railways are incorporated in the District of Columbia? 

Colonel Kutz. No, sir. 

Mr. Johnson. I am induced to ask that question because the bill 
refers to railroad companies incorporated by "special acts of Con- 
gress." What railroads in the District of Columbia would be in- 
cluded in that definition of "special" acts of Congress? 

Col. KijTz. Well, it would include all of them that were incor- 
porated by acts of Congress. I do not think the word " special " is 
really necessary. 

Mr. Johnson. It would not exclude any company in the District 
of Columbia if the word " special " were stricken out ? 

Col. Kutz. No; the idea in mind was to exclude the two com- 
panies that were incorporated under State laws and permitted, un- 
der certain conditions, to operate in the District of Columbia, such 
as the Washington- Virginia and the Washington and Old Do- 
minion. 
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Mr. Johnson. They were not incorporated by CJongress at all? 

Col. KuTz. No, sir. 

Mr. Johnson. Therefore the word "special" may just as well 
go out? 

Col. KuTz. Yes, sir. 

Mr. Johnson. But there is a double description in the bill, those 
that were incorporated by special act of Congress and which are now 
engaged in street-railway traffic in the District of Columbia. Are 
there any railway companies in the District which have been incor- 
porated by act of Congress and which are not engaged in street- 
railway traffic ; or in other words, is there any concern wnich has been 
incorporated and which has not yet had time to construct its road 
and begin operations? 

Col. KuTz. No; I think not. We wanted to exclude any street- 
railroad companies that might have been incorporated bj act of Con- 
fress, but not for street-railway traffic within the District of Colum- 
ia. 

Mr. Johnson. I did not hear that, Colonel. 

Col. KuTz. I say it was the desire of the commission to exclude 
from the provisions of this act any street-railway companies that 
might have been incorporated by act of Congress, but not for street- 
rail way traffic in the District of Columbia. 

Mr. Woods. Were there any such that you know of ? , 

Col. KuTz. I do not know that there were, but it was tne desire to 
limit the bill to those that had been incorporated by act of Congress 
and were now engaged in doing business in the District of Columbia. 
It was simply to make it specinc and not apply it to any that mi^ht 
have been mcorporated for service elsewhere or might have been in- 
corporated and were not now engaged in business. In other words, 
charters might have been granted that had not wholly lapsed, but 
were not now being used. 

Mr. Johnson. How many street-railway companies incorporated 
by Congress are doing business in the District? 

Col. KuTz. Six, I think ; yes. 

Mr. Johnson. Name them, Colonel; please. 

Col. KuTz. The Capital Traction Co., the Washington & Mary- 
land — ^I think that was incorporated by act of Congress. 

Mr. Johnson. Where does that run? 

Col. KuTz. That goes from Fourteenth and Kennedy Streets to 
Takoma. The Washington Eailway & Electric, the City & Subur- 
ban, the Georgetown & Tenleytown, and the East Washington 
Heights Eailway Co. 

Mr. Johnson. The last is the one at the end of Pennsylvania Ave- 
nue here across the eastern branch of the river? 

Col. KuTz. Yes. The Washington Interurban, I think, was in- 
corporated by act of Congress. That would make six. That is on 
the Bladensburg Eoad from Fifteenth and H Streets north. 

Mr. Johnson. And they would all come under the description in 
this bill whether the word " special " was left in or stricken out? 

Col. KuTz. I think so; yes, sir. 

Mr. Johnson. Colonel, I am taking up the bill just as it comes 
before me and calling attention to some things of some consequence 
and others of less consequence, which attract my attention. 
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The bill starts out and reads : " That that part of section 5 of the 
act of Congress approved July 1, 1902, and all other laws which 
impose a tax of 4 per cent per annum, etc., are hereby repealed." 
The question has arisen With me as to the exact meaning of the word 
" laws," whether it means the entire act or whether it means only so 
much of an act as relates jbo this subject. I am inclined to believe 
that if you repeal the laws upon this subject you repeal the whole 
act, without doing, as you no doubt intended to do, repealing only 
so much as is in conflict herewith. 

Col. KuTz. Yes, sir. 

Mr. Johnson. At the conclusion of your bill you do repeal so much 
as is in conflict herewith, but with this language in your bill you may 
repeal more; do you see what I mean? 

Col. KuTz. Yes, sir. 

Mr. Johnson. I am simply inviting your attention to that, so you 
may think about it. 

Now, in line 10 there is a matter of lesser importance. The bill 
provides that " all said street railroad companies shall pay per 
annum to the collector of taxes," etc. Would it hurt if that were to 
changed, and would it not help if that would read annually instead of 
per annum. 

Col. KuTz. The term "per annum" is taken from the present 
personal-tax law. 

Mr. Johnson. All right; as I just said, I am simply calling 
attention to some things that may be of no consequence, but because 
the other acts used that language I do not think furnishes any 
reason for following what appears to be a bad precedent. 

Col. KuTz. No, sir. 

Mr. Johnson. At the top of page 2 you use the expression, 
" Operating income," which is defined later on beginning in line 11. 
You define it, however, by reference to somebody else's definition. 
Would it not be better to put the definition itself right in this bill 
rather than compel whoever may be reading this act in later years 
to go somewhere else and hunt up the definition, which is to be found 
elsewhere. 

Col. KuTz. There is no textual definition of it in the uniform 
system of accounts. 

Mr. Johnson. Then, that is a double reason why ,we should have 
an exact definition in this bill. 

Col. KuTz. It is an amount arrived at by a combination of five 
different accounts, each of which is specifically defined by the Inter- 
state Commerce Commission. 

Mr. Johnson. Do you not think it would be better if the defini- 
tion were put in here instead of simply referring to it as existing 
somewhere else. 

Col. KuTz. Well, it might save trouble. I do not know whether 
it would be any more definite. 

Mr. Johnson. It would be quite a convenience, at any rate, when 
the bill is being considered on the floor. 

Col. KuTz. We can define it as being the combination of the ac- 
counts 

Mr. ZiHLMAN (interposing). May I ask you a question, Mr. John- 
son? 
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Mr, Johnson. Yes, sir. 

Mr. ZiHLMAN. Do you not think it would expedite the hearings 
if the committee were to determine on a general policy that it wanted 
to follow and later on take up these questions of phraseology. 

Mr. Johnson. My idea was to get the exact meaning of the bill 
to see whether it suited my notions or not. 

I simply want to offer that as a suggestion, Colonel, that the exact 
definition be put in the bill. 

Col. KuTz. In adopting the term "operating income" as a base 
for the imposition of a graduated income tax, the commission se- 
lected it because it seemed to be quite definite as used by the Inter- 
state Commerce Commission, and we modified it only to the extent 
necessary to limit it to revenues and expenses within the District 
of Columbia. Of course, the accounting system as prescribed by the 
Interestate Commerce Commission would cover the whole system, 
their revenues and their expenses as applying to the whole system, 
whether within or without the district. We adopted the term " oper- 
ating income," but modified it so as to limit it 

Mr. Johnson (interposing). Will you let the committee have that 
complete definition in such shape that it may be inserted in the bill 
in the event the committee wishes to do so. 

Col. KuTz. Yes, sir. 

Mr. Johnson. In line 3, on page 2, you use the two words, " and 
useful," are they advisedly put in there ? 

Col. KuTz. Yes, sir; that is the language of the public utilities 
act. 

Mr. Johnson. But when you come to consider them in reference 
to the question of taxation, vou propose to tax the railroad com- 
panies not upon all their profits but upon their profits derived from 
such property as is used and useful. They may have other profitable 
properties, as you have indicated that they have, from which they 
may derive a significant revenue and yet not be taxed upon it. 

Col. KuTz. Yes, ^ir. 

Mr. Johnson. Is it the intention now to let that property that 
is not used arid useful for the railroad escape this taxation? 

Col. KuTZ. That would escape this taxation. 

Mr. Johnson. I know it would, but is that the intention ? 

Col. KuTz. Yes, sir; that was the intention when we framed the 
bill. 

Mr. Johnson. So that is advisedly used there? 

Col. KuTz. We are confining this taxation measure to street rail- 
way operations within the District of Columbia and include earnings 
arising from street railway operations which are known as auxilliary 
street railway operations, but if a company owns a group of dwelling 
houses which it rents for residential purposes and derives an income 
from them, that income would not be taxable. 

Mr. Johnson. And you do not want to tax it? 

Col. KuTz. No ; I do not think it should be taxed. 

Mr. Brownlow. The property then would bear the real estate 

tax. 

Mr. Johnson. If you repeal this 4 per cent tax on the gross in- 
come and substitute another system of taxation, you are gping to 
find conflict if you do not tax the income from that source just th^ 
«Ame as you tax all income. 
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Col. KuTz. I do not think the income from that class of property 
would be taxed under the present law. 

Mr. Brownlow. It is not. 

Mr. Johnson. They are taxing it now, I supose, at 4 per cent. 

Mr. Brownlow. Not nonoperating income. 

Mr. Johnson. Under the present law you are not taxing operating 
income ; you are taxing gross receipts. 

Col. KuTz. But from street railway operations. 

Mr. Johnson. Under the present law you tax street car companies 
and their property 4 per cent of their gi'oss receipts. If they have 
been paying an ad valorem tax on their other property, I doubt 
if they have been correctly paying, but we are getting into another 
field. 

Col. KuTZ. They are required by law to pay a tax on their real 
estate. 

Mr. Johnson. I doubt that. I think if a street car company is 
to be taxed and the law says it is to be taxed 4 per cent on its gross 
income, then I think you tax it on the income from that real estate 
and do not levy an ad valorem tax on that real estate ; but, as I say, 
we are getting into a field I did not intend to go into. I was asking 
you particularly if you had used the word " useful " avisedly ? 

Col. KuTz. Yes. sir- 

Mr. Johnson. So that the committee can consider it afterwards. 
Then all those accounts which are referred to between lines 11 and 
21 on pa^ 2, which are referred to by number, you will furnish 
the committee in full, so that if they cjfioose to use them they may 
have that information. 

Col. KuTz. Yes, sir. 

Mr. Johnson. On page 3, in line 2, you use the word " aifidavit." 
By that language the company is required, through its president, to 
make affidavit to the Board of Personal Tax Appraisers of the Dis- 
trict of Columbia as to the j^mount of its operating income. Do 
you not mean that it shall make report, verified under oath, instead 
of making affidavit. 

Col. KuTz. That language is taken bodily from the present per- 
sonal tax law. 

Mr. Johnson. But that would not of necessity make it right. 

Col. KuTz. No, sir ;* but I meant to say that the phraseology was 
not analyzed to see whether it could be improved. 

Mr. Johnson. But what you are after is a report. 

Mr. Brownlow. Verified by oath. 

Col. KuTz. Yes ; a report verified under oath. 

Mr. Johnson. In line 8, pae-e 3, 1 find this language : 

" These taxes, when paid to the collector of taxes, shall be depos- 
ited by him in the Treasury of the United States as a separate fund, 
to be known as the street railway contingent fund." x\fter the word 
" fund," should you not take out the period and add " of the Dis- 
trict of Columbia," showing whose fund it is; that it is the property 
of the District and not of the United States. That would not hurt 
it, would it? 

Col. KuTz. It would not hurt it. I did not know whether it should 
be regarded as a District of Columbia fund. 
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Mr. Johnson. This language simply requires it to be paid into 
the Treasury and held there as a separate fund without designating 
whose property it is. 

Mr. Benson. Would it not be better to put that at the end of the 
sentence. 

Mr. Johnson. Yes ; that is what I suggested. 

Col. KuTz. By adding the words "District of Columbia) " at the 
end of line 11. 

Mr. Johnson. Yes. 

Col. KuTz. Yes ; I think that would be better. 

Mr. Johnson. Beginning at line 12, page 3, the language is : 

AH taxes levied under the foregoing provisions of tliis section shall be col- 
lectible as are other personal taxes. 

Is this a personal tax? 

Col. KuTz. I think it is a form of personal tax. 

Mr. Johnson. If you simply leave out the word " other," would it 
not be better ? 

Col. KuTz. Yes, sir. 

Mr. Johnson. Then, in line 14, beginning with the last word of 
line 13, I find this language: 

"And each such railroad company and its president shall be subject 
to the same penalties for failure to make the aflSdavit above provided 
for within the time prescribed, for making a false affidavit," and so 
forth. I can see how you can punish the president for making a 
false affidavit, but further along you provide that failure to make 
the affidavit is to receive the same punishment that would be meted 
out for making a false affidavit. I can see how the president can 
be punished for making a false affidavit, fined, or imprisoned, but 
I do not see how the railroad company itself can be reached for hav- 
ing made a false affidavit under the language of the bill. 

Mr. Brownlow. The penalty is 20 per cent increase in the tax. 

Col KuTz. These are the same penalties as are already prescribed. 

Mr. Johnson. No; the penalty for making a false affidavit, gen- 
erally, comes under the denomination of false swearing, if not under 
perjury. That would be the penalty imposed by this bill, so if they 
failed to make the report provided for in the bill, then the penalty 
would be the same as that imposed for false swearing or for perjury. 

Col. KuTz. No, sir. 

Mr. Johnson. Yes. 

Col. KuTz. There are three possible oflfenses; the failure to make 
the affidavit within the time prescribed, the making of a false affi- 
davit, and third, the nonpayment of the tax. Now, for each of those 
three offenses the company and its president are subject not to the 
same penalties, but to the same penalties that are prescribed for cor- 
responding offenses in connection with the personal-tax law. 

Mr. Johnson. But you impose the penalty just the same for fail- 
ure to make the report as is imposed for making a false affidavit. 
You do not say for a false affidavit made under the provisions of 
the public utilities act, but the general proposition of false swear- 
ing IS the one that would be referred to. 

Col. KuTz. Under the existing personal-tax law certain penalties 
are provided. 

Mr. Johnson. But this does not refer to that. 
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Mr. BuRDiCK. Does not this provide the same penalties as are now 
provided hj the personal-tax law. 

Col. KuTz. " As are now provided by the personal-tax law of the 
District of Columbia," lines 17 and 18. 

Mr. Johnson. There is another trouble. It may be quite easy for 
the rest of you, but I have been unable to make anything at all out 
of that sentence after you get to the latter part of it. Let us read it : 

AU taxes levied under the foregoing provisions of this section shall be col- 
lectible as are other personal taxes. 

Now, that is quite clear. 

and each such railroad company and its president shall be subject to the same 
penalties for failure to make the affidavit above provided for within the time 
prescribed, for making a false affidavit — 

That is clear. 

and for nonpayment of said tax as are now provided by the personal-tax law 
of the District of Columbia. 

Those words to me are meaningless, " as are now provided by the 
personal-tax law of the District of Columbia." To me that means 
uothing. I would like for you to enable me to understand it, if you 
can. 

Col. KuTz. Well, this particular phraseology was suggested to the 
commission by the Corporation Counsel. As we understand it, there 
may be three offenses in connection with this tax ; one is the failure 
to make the affidavit or the report within the time prescribed; an- 
other is the making of a false affidavit in connection with that report, 
and the third is the failure to pay the tax, a correct affidavit having 
been made. Now, for each of those three failures 

Mr. Johnson (interposing). Where are those three failures ex- 
pressed Take the first one ; by what language is that expressed ? 

Col KuTz. " Failure to make the affidavit above provided for 
within the time prescribed." 

The Chairman. That really means the report. 

Col. KuTZ. Yes, sir. Second, making a false affidavit, and third, 
nonpayment of said tax. 

Mr. Johnson. " And for nonpayment of said tax " is the way it 
reads 

Col. KuTz. Yes, sir ; we use the w ord " for " in f ix>nt of each one 
of them. The " and " merely unites the three phrases. 

Mr. Johnson. What is the penalty for failure to comply with the 
language and for nonpayment of said tax as now provided by the 
personal tax law of the District of Columbia? 

Col. KuTz. The intent was to impose— — 

Mr. Johnson (interposing). But where is it in the bill. I am 
not after the intent, but the language. 

Col. KuTz. The same penalties, then setting forth the three of- 
fenses, as are now provided by the personal tax law. 

Mr. BuRDiCK. Would it clear it up any if you put before the 
word " for," in line 15, the figure 1 ; the figure 2 before the " for," 
in line 16 ; and the figure 3 before the word " for," in line 17, and 
a comma after the word " tax," in line 17, so it would read : " 1. 
For failure to make the affidavit above provided for within the 
time prescribed. 2. For making a false affidavit, and 3. For non- 
payment of said." 
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Mr. Johnson. After the first one, which is the failure to make 
the affidavit, you designate a penalty; that is, that it shall be the 
same as for making a false affidavit. Now, where comes the penalty 
for the other two conditions? 

The Chairman. No; that is not what it says; or at least that is 
not the colonel's explanation of it. 

Mr. Johnson. Is the whole paragraph clear to you? 

The Chairman. I think perhaps it might be improved upon, but 
I understand it with Col. Kutz's explanation. 

Mr. Johnson. Does it require the explanation ? 

The Chairman. I think the suggestion of Mr. Burdick tends to 
clarify it. 

Col. KuTz. I think so, too. I think that clarifies it very much. 

Mr. Johnson. Yes ; that would help it. 

Then we come to line 21, on page 3 : 

The said street railway contingent fund and aU accretions thereto shall 
be employed or expended by the said Public Utilities Commission in further- 
ance of the public interest in railway transportation within the District of 
Columbia, either by extension or street car lines or purchase of additional 
street cars to be be used by street railway companies wherever the public 
interest may require, or by way of loans to street railway companies operating: 
within the District of Columbia, upon such fair and reasonable terras and 
conditions in any or all such cases as .the Public Utilities Commission may 
prescribe. 

Now, that would give the Public Utilities Commission the author- 
ity, first, to use the money in furtherance of the public interest in 
street railway transportation. What is meant by that? 

Col. KuTz. Well, that is a general statement which is amplified 
by the subsequent phraseology. 

Mr. Johnson. And the subsequent phraseology is: "By extension 
of street car lines or purchase of additional street cars." 

Col. KuTz. Or by way of loans. 

Mr. Johnson. Now, let us take the first one, the extension of street 
care lines ; that would mean that this money could be used by the 
public utilities commission in building street car lines. 

Col. KuTz. Yes. 

Mr. Johnson. And when they were built, who would own them? 

Col. KuTZ. The municipality. 

Mr. Johnson. Who would operate them? 

Col. KuTz. They would be operated by the companies under lease 
executed by the public utilities commission. 

Mr. Johnson. Where do you find language in the bill authorizing 
you to lease them to any railroad ? 

Col. KuTZ. I think the phraseology in lines 4, 5, and 6, page 4, 
was intended to cover that, "upon such fair and reasonable terms 
and conditions." ' 

Mr. Johnson. That refers to loans, " or by way of loans to street 
railway companies operating within the District of Columbia." 

Col. KuTz. It was intended to apply to all three of them. 

Mr. Johnson. But does it, when you come to read it, or does it 
apply only to loans, making loans upon such fair and reasonable 
terms. 

Col. KuTz. No, sir; there is a comma after the words " District of 
Columbia." I think it might clarify it to do as we did in the pre- 
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ceding paragraph and number the three uses, so as to make it clear 
that the final clause applies to all three of them ; but that was the in- 
tent of the commission. 

Mr. Johnson. Then, if you invest this fund in the purchase of 
street cars, what would you do with the street cars ? 

Col. KuTz. Lease them to the company that needed them. 

Mr. Johnson. In the event you took this money gathered by tax- 
ing the excess profits of the street car companies and built street car 
lines with them and bought street cars, both classes of property 
would be the property then of the District of Columbia ? 

Col. KuTz. Yes, sir. 

Mr. Johnson. And the rents collected from the street car com- 
panies would be the property of the District pf Columbia ? 

Col. KuTz. Yes, sir. 

Mr. Johnson. And would be treated as a revenue of the District 
of Columbia against which under the present half-and-half law the 
United States would put up an equal amount ; that is quite true, is it 
not? 

Col. KuTz. No, sir ; I do not think so. 

Mr. Johnson. When you would rent the street cars provided out 
of this public fund, upon receiving the money from the street car 
companies in the way of rental, how would you Handle that fund re- 
ceived from the street car companies. 

Col. KuTz. They would be accretions to the street railway contin- 
gent fund. 

Mr. Johnson. Necessarily so? 

Col. KuTZ. No ; but I think that is implied by the language. 

Mr. Johnson. It does not strike me that it is. 

Col. KuTz. The idea was to create a fund similar in many ways 
to the water fund of the District of Columbia. 

Mr. Johnson. Your idea was to create what we sometimes call a 
revolving fund, so that all the accretions are to be kept within that 
fund and not used for any other purpose and not used for the general 
purposes of the district. 

Col. KuTz. Yes; that was the idea when this phraseology was 
adopted. 

Mr. Johnson. If that was made clear beyond all peradventure, 
you would not object ? 

Col. KuTz. No, sir; and we have not the slightest objection, if 
Congress or the committee deems it wise, to have this fund subject 
to expenditure only upon appropriation by Congress. 

Mr. Johnson. Will you write such a provision, Colonel ? 

Col. KuTz. Yes, sir. We had in mind three dispositions to make 
of this special form of tax ; one was to pay it into the Treasury as 
a form of miscellaneous receipt; another was to create a special 
fund subject to appropriation by Congress; and the third, and the 
one we finally suggested, was to create a special fund subject to con- 
trol of the Public Utilities Commission, but circumscribing its 
powers ; that is, limiting the purpose for which it could be used. 

Mr. Johnson. In line 3 you provide for loans being made to com- 
panies operating within the District of Columbia. The language, 
as you have explained, does not apply to loans entirely, but may be 
used for building street cars or street car lines. Now, this language 
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with reference to the building of street car lines or the purchase of 
cars and their lease to the street car companies or the lending 
of money is not limited to the companies chartered by Con- 
gress. It may be lent or the cars rented or the street car tracks 
built for the benefit of a company chartered b^y Virginia and inci- 
dentally coming into the District of Columbia ; is not that correct ? 

Col. KuTz. I think it would be well to further limit it to accomplish 
what you have just suggested. 

Mr. Johnson. Will you make a memorandum of that, too, Colonel? 

Col. KuTz. Yes, sir. 

Mr. Johnson. Now, Colonel, one other vei*)' important thing sug- 
gests itself to me about the building of street car lines with this fund. 
Who is to determine where they shall be built? 

Col. KuTz. The Public Utilities Commission, sir. 

Mr. Johnson. Suppose at some future time the Public Utilities 
Commission should be made up of men who have a plot of ground 
out somewhere which they wish to exploit, could they not use this 
money in building a street car line out to it without the right of any- 
body to stop them ? 

Col. KuTz. I think they '^ould. 

Mr. Johnson. Ought not some guard be put around it? 

Col. Ku7z. You might write into the law that the members of the 
Public Utilities Commission should always be honest men. 

Mr. Johnson. I am not going to say that the members of the 
Public Utilities Commission have not always been honest men, but 
I take it for granted that nobody is going to dispute that all mem- 
bers of past boards of commissioners of the District of Columbia 
have not been too strictly honest, and the boards are one and the same. 
Now, another thought presents itself to me. Colonel, and it is this: 
This contingent fund can be taken by the Public Utilities Commis- 
sion and expended upon the construction of a street car line any- 
where. Ought not somebody, the property holders or somebody else, 
to have some say as to which street it shall go through ? Ought not 
that matter come to Congress ? If a railroad is to be built with pub- 
lic funds, ought not Congress, at least, to have some voice in de- 
termining through what streets this railroad shall be built? Propo- 
sitions have come before this committee since I have served upon it 
to build railroads through certain streets where the whole com- 
munity just rose up in arms against it. Under this act the Public 
Utilities Commission could do that very thing and it would require 
an act of Congress to prevent them, and that might take such a 
length of time that the railroads could be built before Congress would 
act. Would it not be better if a provision were put into this bill that 
Congress would have to at least approve the location of the new 
railroad that is to be built? 

Col. KuTz. We considered this matter and we felt that Congress 
had already delegated very broad powers to the Public Utilities Com- 
mission, and they would merely be increasing, to some slight degree, 
the authority heretofore granted to the commission. 

Mr. Johnson. Is it not the history of all legislation on the subject 
that the powers delegated by the legislature to any utilities commis- 
sion have never been quite broad enough to suit the commission ? 

Col. KuTZ. No ; I would not say that, because, as I explained when 
I first presented this bill, the commission looked on the disposition 
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of this fund, whether by the commission or by Congress, as a ques- 
tion of very minor importance. We suggested this method as giving 
the greatest flexibility and we thought the interest of the pubhc was 
sufficiently safeguarded, but if the committee does not deem it wise 
to give the utilities commission that additional power 

Mr. Johnson (interposing). I have not conferred with any mem- 
ber of the committee about it 

Col. KuTz (continuing). That represents our judgment. 

Mr. Johnson (continuing). But I would certainly be opposed to 
giving carte blanche to the public utilities commission to take this 
fund and go out and expend it on a railroad just when and where 
it might suit their fancy, without any appeal beyond their judg- 
ment about it, for the reason I have just indicated. 

Now, getting along further down, Colonel, to line 7, we find this 
language : 

" Necessary advances from said fund shall be made by the Secre- 
tary of the Treasury to the disbursing officer of the District of 
Columbia upon requisition of the public utilities commission of said 
District for such amounts as may be required from time to time 
for necessary disbursements." The word "necessary" occurs twice, 
once in line 7 and once in line 11. Let us ta,ke the first place where 
the word "necessary" appears, which is the beginning of line 7. 
Who is to determine the necessity of the situation there ? 

Col. KuTz. I think if the Secretary of the Treasury had any 
doubt about it, he would call on the disbursing officer or on the pub- 
lic utilities commission to show that they needed the money asked for. 

Mr. Johnson. That is a rather roundabout way, is it not? If, 
according to the language in the preceding paragraph, the public 
utilities commission would have the right to expend this fund for the 
construction of a street car line, or for the purchase of street cars, or 
for the pui^ose of making loans to the street car companies, why 
complicate it with the word "necessary" thereafter? Should not 
the opinion of the public utilities commission continue to be supreme? 

Col. KuTz. I think that is customary phraseology in reference to 
funds of that character, and I believe it places a little power in the 
hands of the Secretary of the Treasury which is wisely placed there. 

Mr. Johnson. Under this language I do not believe. Colonel, that 
it becomes the duty or within the province, in any way, of the Secre- 
tary of the Treasury to pass upon the necessity of it. It seems that 
somebody would be given the authority to pass upon the necessity of 
it in the way of appeal from the opinion of the public utilities board, 
it might be the courts, might it not? 

Col. Kirrz. I do not think so. 

Mr. Johnson. I think so. I differ from you flatly there. I think 
it would be the courts that would then pass upon its necessity. 

Col. KuTz. For advances to a disbursing officer? 

Mr. Johnson. Yes. Now, with your attention invited to that, 
taking the word " necessary " in line 7 and the word " necessary " 
in line 11, you have it read that " necessary advances shall be made 
for necessary disbursements." Is not one or the other of those 
"necessaries^' superfluous? 

Col. KuTZ. No ; I do not think so. 

Mr. Johnson. Then it is all right for it to read that "necessary 
advances shall be made for necessary disbursements." . 
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Mr. Woods. Yes. 

Col. KuTz. They are two different operations — one is advancing 
money to the credit of the disbursing officer and the other is the 
making of the disbursement. 

Mr. Johnson. I do not think that distinction is drawn by the 
language of the bill. 

Col. KuTz. 'It is the dutv of the Secretary of the Treasury to see 
that the funds to the credit of disbursing officers are limited to the 
amounts that are necessary for the proper conduct of the business, 
and he does make such regulations from time to time. 

Mr. Johnson. Then, Colonel, would it not be better to strike out 
lines 7, 8, 9, 10, and 11, and just let it read that " these disbursements 
shall be made and audited in the manner prescribed by law for the 
disbursement and auditing of funds appropriated for the Govern- 
ment of the District of Columbia " ? Now, mind you, both made 
and audited. 

Col. KuTz. No, sir; I do not think so. I think without some 
specific authority no money would be advanced to the disbursing 
officer. 

Mr. Johnson. Would not that be authority for it ? 

Col. KuTz. That is authority for the disbursement but not author- 
ity to advance the money to the disbursing officer. 

Mr. Johnson. The word " made " takes the place of the word 
" advancement," does it nott 

Col. KuTZ. No, sir; that says the disbursement shall be made and 
audited but before you can make the dibursement you must get the 
money out of the Treasury and you have to have some such authority 
as is carried in line 7. 

Mr. Benson. Suppose you say that these advances and disburse- 
ments shall be made and audited. 

Mr. Johnson. Or not use the word " these " and say that " ad- 
vances and disbursements." 

Col. KuTz. That will be all right. 

Mr. Johnson. And strike out lines 7, 8, 9, 10, and 11. 

Col. KuTz. Yes. 

Mr. Johnson. Well, think about that. Colonel. Now, then, get- 
ting down to section 2, " that so much of section 3 of the act of Con- 
gress approved June 24, 1898, entitled * An act to define the rights 
of purchasers of the Belt Railway and for other purposes,' which re- 
quires street-railway companies to maintain special policemen at 
fttreet-railway crossings at the expense of said railway companies, is 
hereby repealed, effective June thirtieth, nineteen hundred and 
twenty." If that is repealed under the provisions of this bill, who 
will pay these policemen? 

Col. KuTz. They will be paid as other policemen are paid. 

Mr. Johnson, tinder what authority ; where do you find your au- 
thority for paying them out of any other fund except this? 

(/ol, KuTz. If this legislation is enacted, we would have to have 
nn additional appropriation for that purpose. 

Mr. Johnson. No; the additional appropriation would be subject 
to a i)oint of order because it is not authorized by existing law. 

Col. KuTz. It would simply be necessary to increase the number 
of policemen. 
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Mr. Johnson. But suppose after " June 30, 1920," you put a semi- 
colon and add, " hereafter said crossing policemen shall be paid out 
of funds of the District of Columbia, as other policemen. of the 
same class are paid," would not that make it all right? 

Col. KuTz. X es, sir ; that would fix it in this bill, instead of only 
half fixing it. 

Mr. Johnson. You could add it right there, and that would fix it. 

Col. KuTz. Yes, sir. 

Mr. Johnson. Colonel, in line 4, on pag[e 5, there is this language : 

"Any one of such public utility corporations may become the owner 
and operator," and so forth. Right after the word " corporations " 
and before the word " may," do you not think you ought to put in 
there the words, " with the approval of the Public Utilities Commis- 
sion " ? 

Col. KuTz. Well, in line 6 the words "subject, however, to ap- 
proval " occur. 

Mr. Johnson. You approve the terms and that might reach it. 

Mr. Benson. Colonel, let me ask you a question, going back for a 
moment to the first paragraph of section 3. It would not be possi- 
ble under that provision to consolidate the power company with 
either one of these companies, would it ? 

Col. KuTz. No, sir; because they are not rendering a like service. 

Mr. Benson. You especially prevent that, do you not? 

Col. KuTZ. Yes, sir. 

Mr. Benson. What objection would there be to that? 

Mr. Brownlow. You will notice that the words " special acts of 
Congress " occur in line 25. 

1^6. Johnson. Yes; but attention has already been invited to that. 

Mr. Benson. Would you mind letting him answer my question, 
please ? 

Mr. Johnson. Pardon me, I thought he had answered it. 

Col. KuTZ. The objection lies in the belief of the commission that 
the patrons of each class of service should pay for that service in 
proportion to its cost and that the users of electric light and power 
should not pay increased prices in order to make up deficits on street- 
railway companies. We have consulted the decisions of public- 
utility commissions and find a number of decisions to justify that 
point of view. The company referred the other day to one deci- 
sion in which a contrary view was apparently held, but in our 
judgment, even that one case does not sustain the view that electric 
light and power users should pay deficits in street-railway opera- 
tions, for the reason that in that case the particular method of mak- 
ing up the deficits was provided in the municipal ordinance, and it 
was only the subsequent action of the company desiring to break 
that rule that led the commission to hold to the terms of the ordi- 
nance. But, as a matter of policy, the Wisconsin commission, the 
Oregon commission, and the Missouri commission have all maintained 
that the different classes of users should pay the cost of the service 
that they receive and that a deficit in one should not be made up 
by surplus charges on the other. 

Mr. Benson. What are the facts with reference to the contract 
between the car company and the Potomac Electric Co. as to the 
rates the Washington Electric Co. pays for its power. In other 
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words, could the Washington Electric Co. manufacture its own 
power, with a separate plant, making proper charges for overhead, 
cheaper than they get it from the power company. 

Col. KuTz. No; I think there is an economy in joint operation^ 
but they effect that at the present time; that is, there is a single 
power house, owned exclusively by the power company, but operated 
jointly by the power company and the railroad company. Now, it 
is perfectly easy to proportion the cost of operation between the two 
companies in accordance -with the use that is made of the output. 
If each uses 50 per cent of the output each company should pay 
half of the cost. If one company uses 40 per cent and the other 
uses 60 per cent, then they should pay in that proportion, but those 
charges should not simply be the cost of operation of the plant; 
that is, the coal and oil and the labor bills, but they should also 
include the fixed charges, interest on the investment. If that is 
properly proportioned each class of service will bear its own burden, 
and we think justice requires that. It would be our idea to require 
such distribution even though the companies were merged abso- 
lutely and there were no separate corporations. It would be our 
duty under the law to see that the users of electric light and povs^er 
paid a reasonable pi ice for that power and that the patrons of street- 
railway companies paid a reasonable price for that service, whether 
the two companies be merged or not. Our objection is to the prin- 
ciple that has been advanced that one class of the community should 
pay more than a reasonable cost for service in order that another 
class of the community might pay less. We think that is absolutely- 
unfair and un-American. 

Mr. Johnson. Colonel, how many public utilities are there in. 
the District of Columbia outside of the street railways and in what 
do they deal? 

Col. KuTz. Electric light and power, gas, telephone, and taxicab* 

Mr. Johnson. Section 3 would cover all of those, would it not ? 

Col. KuTz. As long as they were performing like service ; yes, sir. 

Mr. Johnson. Under this language of section 3 : " That it shall 
be lawful for two or more public utilities operating in the District 
of Columbia incorporated by special acts of Congress and rendering 
like services in the District of Columbia to consolidate their prop- 
erties," and so forth; the two gas companies under this language 
could be consolidated? 

Col. KuTz. Yes, sir; that was one thing we had in mind, to spe- 
cifically authorize that. The two compames are practically in com- 
mon ownership — the larger company owns all the stock of the 
smaller one — and there is no reason for maintaining a separate cor- 
poration. They have separate charters and separate rights, but 
they should be absolutely merged. 

Mr. Benson. Could the power company be merged with the gas 
company ? 

Col. KuTz. No, sir. 

Mr. Woods. With the qualification you mention as to each com- 
pany charging only a proper charge for the service rendered, the 
power company and the railway company, is there any objection 
to merging the power company with the railway company? 

Col. KuTZ. No ; except that we feel it would be, from administra- 
tive standpoint, more difficult to separate the charges if the two com- 
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panies were merged than if they are maintained as separate corpora- 
tions, and we do not feel there would be any economy resulting to 
the company from a merger. They have the same officers now, and 
we feel that the purpose of the merger is the very one that has been 
suggested, that is, that the burden may be shifted from one class of 
customers to another class. 

Mr. Johnson. You use the expression, " rendering like services." 
Would the selling of electricity for illuminating purposes be a like 
service to selling gas for illuminating purposes! 

Col. KuTz. No, sir; we think not. We had the word "similar" 
in there at first, and then changed it to " like," because we felt that 
" similar " would justify a consolidation of the gas and electric light 
companies. 

Mr. Johnson. You thought it would? 

Col. KuTz. Yes, sir ; so we changed it to " like." 

Mr. Johnson. So it would not, in your opinion, justify it. 

Col. KuTz. So it would not permit such a consolidation. We be- 
lieve there is a desirable competition between the two classes of 
service, and that the community will get better service by reason of 
two separate utilities, one a gas company and one an electric light 
company. 

Mr. Johnson. That is possible. 

Col. KuTz. They are competitors not only for lighting but for 
heating and cooking. 

Mr. Johnson. The question that arose with me was whether when 
* they are furnishing any artificial light, it was a like service. In other 
words, if it gets into the courts, the courts would define the word 
" like " instead of the commission, would they not? 

Col. KuTz. Yes, sir. 

Mr. Johnson. Could not that be made clear bv stating that this 
shall not provide for a union or consolidation of electric light and 
gas companies ; that is, if you want to do that. 

Col. KuTz. It was our thought that such a union ought to be pre- 
vented. ^ 

Mr. Johnson. Colonel, in line 11, on page 5, I do not quite un- 
derstand some of the language there and I would like to invite your 
attention to it. First, I will read at the beginning of line 9 : 

" The corporation which is to become the owner and operator of 
the consolidated properties is hereby authorized to issue stock and 
bonds for this purpose, in such proportion as the said Public Utili- 
ties Commission may approve." The word "proportion" there 
applies to stock and bonds, does it ? 

Col. KuTz. Yes, sir. 

Mr. Johnson. Do you mean to say in line 9 that the corporation 
" which is to become the owner " or the corporation which oecomes 
the owner? 

Col. KuTz. I think "becomes" would be better. 

Mr. Johnson. Strike out "is to become" and insert "becomes." 

Mr. Benson. Colonel, would not this section include any decision 
of the courts as to your valuation that you have put on these prop- 
erties? In other words, would not this section wipe out, or does it 
attempt to wipe out, any decision the courts might make? 

163242— 20— PT 2 2 
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Col. KuTz. No, sir; that was farthest from our thoughts. We 
believe that the valuations as announced by the public utilities com- 
mission are merely, so to speak, tentative valuations which hold 
until they have been confirmed or modified by the courts. Both 
companies have appealed to the courts, and ii the courts remand 
the cases to the commission for modification in certain respects they 
will be modified and the amount of the stock and bonds would have 
to correspond to the modified decision and not to the original de- 
cision that the commission made. 

Mr. Johnson. In line 24, on page 5, what do you think of putting 
the word "respective" before the word "properties," so that each 
public utility would be called upon to expend money for its own 
needed extensions instead of the needed extensions of some other 
company ? 

Col. KuTz. Yes, sir; that is true. 

Mr. Johnson. Now, at the top of page 6 the first word in the 
first line is " now " ; why not strike that out ? 
Col. KuTz. It is not necessary. 

Mr. Johnson. Is it not prejudicial ? What you want to do is not to 
continue in the future according as now provided by law but as is to 
be provided by law; in other words, as the law is changed let this 
be changed in consonance therewith. 

Col. KuTz. Should not the word " as" be subs,tituted for " now "? 

Mr. Johnson. Yes; that would do, or just lea^ve out the word 

"now." Now, for my information, Colonel, I want to inquire 

whejther in line 3, of page 6, you have used the word " certificate " 

advisedly or whether you simply meant " approval " ? 

Col. ituTz. No, sir; that follows the procedure laid down in the 
public utilities law covering the issuance of bonds. 

Mr. Johnson. Is the word "certificate" better than the word 
" approval " there? 

Col. KuTz. I do not know that it is better, but I think it is wise 
to have this follow the form of the public utilities legislation rather 
than have a different form for stock than you have for bonds. 

Mr. Johnson. As I said, I wanted to invite attention to some of 
the features of the bill which seemed to be of greater or lesser im- 
portance, and I haive done that. 
Col. KuTz. Yes. 

Mr. BuRDicK. Colonel, I would like to ask you why the commisr 
sion drew up the features of this bill in regard to taxation? Do 
they think it is better for the District, or was it to try to help out 
one of the railroad companies or to help out one of the railway 
situations? 

Col. KuTz. The purpose is to equalize in some degree the earning 
power of the two railway companies. 

Mr. BuRDiCK. Then you go on and add this feature in regard to 
the consolidation of public utilities. What was the object in that — 
to enable the two street railways to get together? 

Col. KuTz. To enable the two street railways to get together, be- 
cause we think that is really essential for a first-class street railway 
service in the District. 

Mr. BuRDicK. That is the primary object, and in accomplishing 
that object you also allow the gas companies and others to consoli- 
date. 
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Col. Kwz. Ye., rir. ■ 

Mr. BuRDiCK. But the object was to straighten out the railroad 

difficulty? 

Col. Kutz. And the gas companies as well. The gas companies 
have been before us with a request that we seek legislation that 
would permit them to consolidate, and the gas company is also be- 
fore us with a request that we seek legislation that will permit them 
to finance needed extensions by further stock issues. 

Mr. BuRDiCK. Do you think that after a consolidation of the rail- 
way companies is accomplished, that this is a better form of taxa- 
tion for the District that the existing tax ? 

Col. Kutz. I think it is absolutely immaterial. If the railways 
are consolidated, I believe that the proposed system of taxation 
should be abolished and a service at cost plan established, similar 
to the one established in Cleveland and in Cincinnati and in Mon- 
treal. 

Mr. BuRDiCK. Then, if there is a consolidation of the railways 
you would expect to come to Congress again and do away with the 
system of taxation herein set forth ? 

Col. Kutz. Yes, sir; and we have considered suggesting to this 
committee the incorporation of a paragraph that would provide spe- 
cifically for the repeal of this form of tax in the event of a merger, 
and the substitution of a service at cost plan. 

Mr. BuRDiCK. That is what I had in mind; whether or not it 
would be best to put in this bill a limitation on this system of taxa- 
tion and possibly a reversion to the present system in case of a con- 
solidation. 

Col. Kutz. Yes, sir; that might be done, or what I think would 
be still better, would be a provision for a service at cost plan. 

Mr. Johnson. Colonel, there is one important matter about which 
I was almost forgetting to interrogate you, and that is this: What 
provision is there in this bill, where one public utility bought an- 
other, for taking care of the liabilities of the absorbed company? 
For instance, suppose the street railway company, which you con- 
template shall be absorbed by one of the others, has a lot of suits 
pending against it in the courts for damages, and by and by judg- 
ments should be rendered and those judgments should be rendered 
subsequent to the merger, who is to take care of that liability under 
the provisions of this bill ? 

Col. Kutz. The owner of the consolidated property. . 

Mr. Johnson. Whereabouts is that language found? 

Col Kutz. I do not know that it is specifically provided. 

Mr. Johnson. It should be, should it not ? 

Col. Kutz. Well, it should be provided for or should be covered 
in the terms of any merger that might be approved by the commis- 
sion. 

Mr. Johnson. Would it not be better to have a clause in the bill 
compelling the company which takes over any other company to 
assume its liabilities ? 

Col. Kutz. I think it probably would. 

Mr. Johnson. And you want to be careful in the drafting of that, 
because if you require the absorbing company to pay all the liabilities 
of the company absorbed, that would mean to pay those at par or 
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I ■ ».;fN*»»nl. iiml unless you write it carefully you would 

'v -^v x**^"!- of the stock in the absorbed company at par/ 

■■i ■; »', viiH'k is II liability. I am just inviting your attention 

-■ 'V(\«nu)]: tli(> amendment which I think ought to be in the 

s^*v(«>»vN, Colonel, the conuuittee will probably want to 

> ■' -1 ^\)i iti llit> hearing, but as we are seeking information, 

>• *^v'.iUI ti>ll till) committee what you mean by " service at 

' '• *-n tv involved in that term. Does that include taxes, 

V •■■■ \\\'ll, tb« companies may or may not be relieved of 

'^\>\'\. VNiltUH'l, I would like to ask you one question. If 
- - .'\i Ow m'rvi<r«-at-cost plan for the T>istrict of Columbia 

•■ ■: I'v-o vuiiiIh leading out into the State of Maryland be 
^ ^'»\'\ «n> now operated at a loss and operated for the 

--"V v^( Umv i)(<f)ple who do business in the District of Colum- 

■ •' "*\'»li| lii(«y be operated at all under that plan? Would 

• "^v^-vMiily Imve to atop operation? 

\"- vsw \N. 'The Maryland people might have to pay for the 

"■\-\^\ \n that your plan — that they would have to raise the 
•'- v>\\\ lo jlo that? 
\" •- \ luit> in a detail I had not considered at all, Mr. Ben- 

••^\*,'.\, Hiip[K>8e you raised your rates to such a point that 
- *' v\\\«lil iirrt. live out there or could not afford to live out 
•' ('piiHii Kiich a rate would be necessary in order to operate 
s *x*\l i'uti(l« and Virginia roads, what would be the situa- 
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• \' * " 'V\wy would have to move into the District of Columbia. 
;'-\>\\N, And you would have to abandon those lines? 
N' '- I ih> not think so. I do not think they should be 
,•■-' *» «ll. 
■■' \»^^^, Hut I mean if you adopt a strict service-at-cost plan, 
, »>■■ \vi tt) \wime of those roadsf 

^'' '■■ I (hiiik they will continue to be operated. The stock- 
• \\ \u'l. tiiiike very much money, but they will continue to 
'•M»\i nitd the prices charged will be such that are reason- 
^. ^^■.^^ U\u the cost of fumishiUjg the service, 
"'■\>\»N, 1)(» ^ou not think it is an advantage to the business 
''V»» hirtlnct of Columbia to have tlie people from Mary- 
", ^ *N* n»i, Uitt} the District at a fair price? 
^' "1 t do not think the people of the District of Columbia 
' >i|> Hlrodt railway dencits in Maryland; no, sir. 
M M A ^. Co), Kutz, will you now go back to my question? 
' 'rim Mirvice-at-ooHt plan is a device for automatically 
»» niUs of fare, depending upon the cost of rendering the 
llify ciitiite a special fund to serve as a reservoir. 
mMan, What is included in the cost of the service? 
'. TliH eoHt of maintenance and the cost of operation and 
V nil the investment. 
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Mr. Benson. What do you consider a fair return ? 

Col. KuTz. My judgment is a 7 per cent return on the fair value 
of the property. Just at present we have held some of the utilities 
down to a 6 per cent return and have justified it on the ground that 
special conditions existed during this reconstruction period. 

Mr. Benson. Do you think anybody would put money into such 
a corporation at the present time, with the present rates for money, 
on th^ basis? 

Col. KuTz. At 7 per cent ? 

Mr. Benson. Yes. 

Col. KuTz. Well, but these people have invested their money, and 
if you stop to think that the Washington Railway & Electric Co. 
has the largest part of its bonds out' at 4 per cent and other bonds 
out at 5 per cent 

Mr. Benson (interposing). What are those bonds selling for? 

Col. KuTz. I do not know the present market price, but it is very 
low. 

Mr. Benson. Probably about 60, is it not? 

Mr. BowEN. Fifty-seven or fifty-eight. 

Mr. Benson. What rate is that? 

Mr. Neal. About 7 per cent. 

Mr. Benson. If the bonds are now selling at that rate I can not 
understand the attitude of a commission that thinks street railway 
companies or railroad companies either, or the owners of them 
should have their property depreciated when it is the only money 
in the United States that has not made big money. It seems to me 
they ought to be treated fairly and I do not think that is a fair 
basis to look at it at the present time. As a matter of fact, a great 
many of the commissions throughout the country, even before war 
times, allowed 8 per cent as a fair return, did they not? 

Col. KuTz. No, sir; I think not. 

Mr. Benson. None of them? 

Col. KuTz. I think 7 per cent represented the average judgment 
of commissions. 

Mr. Benson. That was at a time when money was easy. Most of 
those decisions were before the war when money was easy at 5 or 6 
per cent, were they not? 

Col. KuTZ. Yes ; but I do not believe the present abnormal condi- 
tions justify an increase in that rate. 

Mr. Benson. That is all. 

The Chairman. In fixing the fair rate under existing conditions, 
what. else does the Public Utilities Commission take into considera- 
tion besides the cost of the service? 

Col. KuTz. The cost of the service is made up of the cost of opera- 
tion and the cost of maintenance, the setting aside of depreciation, 
and the earning of a fair return upon the fair value. 

The Chairman. What I am trying to get at is, what would be the 
difference between the fare under the service at cost plan and the 
reasonable fare which the Public Utilities Commission is now sup- 
posed to give? 

Col. KuTz. I do not think there would be any material difference, 
except the service at cost plan is automatic. It is more flexible and 
is independent of action by the commission. 
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The Chairman. It is a sort of taking phrase that does not mean 
any more than the present law, provided there was only one com- 
pany here in the District. 

Col. KuTz. I do not think it means any more. It simply gives 
the companies more freedom and these changes come about auto- 
matically, depending upon fluctuations in the reserve fund, and 
it does not require the special action of the commission in each 
case. 

The Chairman. But in fixing the fare you have to take into con- 
sideration the same elements that are included in the cost of service, 
and you are supposed not to take into account any other elements. 

Col. KuTz. Exactly the same thing. 

Mr. Brownlow. The important difference, however,' Mr. Chair- 
man, is that under the automatic service at cost plan the rates go 
down as well as up, automatically. 

The Chairman. How can that be fixed automatically? 

Col. KuTz. It depends on the amount in the reserve fund. 

Mr. BuRDiCK. Who determines that? 

Col. KuTz. The operations in Cincinnati are controlled by an 
individual known as the director of street railways. 

Mr. BuRDicK. So this month the fare may be 6 cents and the 
next month 8 cents or 10 cents. Of course, perhaps, the changes 
would not be as quick as that. 

Col. KuTz. It varies half a cent at a time. 

The Chairman. That would require some body like the Public 
Utilities Commission to operate that system, would it not? 

Col. KuTz. Oh, yes; you have to keep track of the companies and 
exercise supervision over their operations. 

The Chairman. So it is practically a fixing of the fare by some 
public body, whether it be called the Public Utilities Commission or 
something else. 

Col. KuTz. Yes; but it is in accordance with a prearranged 
schedule. 

Mr. Johnson. Colonel, I want to ask one more question. I do not 
want to go into the merits of the controversy between the present 
m^nbers of the Public Utilities Commission and Mr. Gardiner, who 
has just retired, but your plan is to coerce a merger of the street car 
companies by the taxation plan. His plan to bring about the merger 
would be to impose an additional tax or price on electricity furnished 
for illuminating purposes and for power purposes other than street car, 
and thereby make the Washington Railway & Electric Co. so at- 
tractive that the Capital Traction Co. would be willing to merge. 
Now, just in that connection, I wish to ask why it is you have applied 
this tax-coercing plan to the street railways and not to the gas com- 
panies nor to the taxicab companies, nor to any other public utilities ? 

Col. KuTz. Well, in the case of the gas companies, there is no very 
great difference in the earning power, and the companies are willing 
and eager to merge, and there will be really no need for it, if they 
do merge. As far as the taxicab companies are concerned, our con- 
trol over the taxi situation is very much complicated by tW fact that 
these taxicab companies, in addition to doing a straight taxicab busi- 
ness also do a livery business, and the courts have held that we have 
no control, as a utilities commission, over their livery business. 
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We find it very difficult to separate the two functions. They use 
one garage and render both kinds of service. We have virtually 
limited ourselves in the case of the taxicab companies to establishing 
rates or approving rates of service, and they have not always been 
alike for different companies, and the service, of course, is not always 
of the same standard in different companies. 

Mr. Johnson. Then the final analysis of it is that the proposed 
tax levied in this bill is for coercive purposes. 

Col. KuTz. No, sir; I think not. It might have that appearance 
but we believe that the proposed tax is a very good measure of the 
value of the privileges which these street railway companies enjoy 
in the streets of Washington. It is a tax based primarily on their 
earning power and we think their earning power is due to the 
privileges- which Congress gave them in the streets. 

Mr. Johnson. Colonel, if one street railway company absorbs an- 
other, under the provisions of your bill does it take tifie charter of 
the company which it absorbs? 

Col. KuTz. I think it would acquire the charter rights. 

Mr. Johnson. Would it acquire the property owned by the ab- 
sorbed company not used and useful for street railway purposes? 
It would not take that, would it? 

Col. KuTz. Yes, sir ; we permit that. We permit them to consoli- 
date their properties, whatever their properties are, whether they are 
used and useful or not. 

Mr. Johnson. I have not read the bill closely for the purpose of 
determining that, but I have the general impression, after reading 
it with dther thoughts in mind, that you would leave the absorbed 
company with a charter and with property not taken over by the 
absorbing company. 

Col. KuTz. I think that section 3, in which occurs the phrase " to 
consolidate their properties," may have to be elaborated, but it was 
the intention of the commission to permit a complete consideration. 

Mr. Johnson. I am not so much after the intention of the com- 
mission as I am what is actually written in the bill. 

Col. KuTZ. It is a question of the meaning that can be assigned to 
the word " properties." When wc wrote that word into the bill we 
had in mind a consolidation of all their properties, whether they 
were used and useful, whether they were within the District or out- 
side of the District, whether they were in the form of real property 
or stocks and bonds. In conversation with Mr. Ham a few days ago 
he questioned the sufficiencv of the word " properties." I told him 
at the time what the intention was, and we will not only acquiesce 
in. but will be prepared to suggest some broader language that will 
cover clearly what was our intention. The lanijuage occurs in the 
first line at the top of page 5. 

Mr. J. S. Barbour (counsel for Washington Railway & Electric 
Co.). Colonel, you would then have to enlarge the capitalization, . 
would you not, as you confine the capitalization to the used and useful 
property. 

Col. KuTz. No; we confine the capitalization to the fair value of 
the consolidated properties as determined by the public utilities com- 
mission in the manner authorized. It does not limit consolidation to 
the property heretofore valued. 
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Mr. Barbour. T irathered from what you had said that it was your 
purpose to confine it to the valuation as finally determined by the 
courts, which is confined to the used and useful property only. 

Col. KuTz. So far as that property is concerned it would oe the 
values as finally determined by the courts, but so far as other prop- 
erty not valued by the commission is concerned, it could be merged 
in at values determined in the manner that the other property was 
valued. 

Mr. Barbour. Then you would not object to the language being 
made sufficiently plain to cover that. 

Col. KuTz. Not at all, and I think we realize the inadequacy of 
some of the language. 

Mr. Benson. Colonel, in view of the present money rates and the 
fact that if there is a consolidation you expect to have to have fur- 
ther legislation anyhow, do you not think that if we start in at too 
low a rate, at 6 per cent and 7 per cent, and that means practically 
6.5 per cent instead of 7, which you said commissions generally have 
allowed as a fair rate — — 

Col. KuTz (interposing). It would mean 6.5 per cent if the com- 
mission limited them to the earning of 7 per cent. But our idea is 
that the stockholders or the company should get 7 per cent. This 
simply fixes the point at which tne tax begins to run. It does not 
say that the company shall not earn but 6 per cent or 6^ per cent or 
6 J per cent or 7 per cent. It simply fixes a definite point iat which 
the tax begins to run. Whether that be made 6 per cent or 6.5 per 
cent or 7 per cent is a question about which there is room fpr differ- 
ence of opinion. We took the 6 per cent from the Cummins railroad 

bill. 

Mr. Benson. What do you mean by " the stockholders should get 

r per cent." 

Col. KuTz. I mean the owners of the property should receive 7 per 
cent on the fair value of the property. 

Mr. Benson. Then you do not mean the stockholders? 

Col. KuTz. No, sir; not the stockholders. 

Mr. Benson. The owners, you think, should receive 7 per cent on 
what you term the fair value of the property ? 

(^ol. KuTz. Yes, sir. 

Mr. Benson. How much would the railroad company have to earn 
under your bill on that fair valuation in order to pay 7 per cent to 
its stockholders? 

Col. KuTz. They would have to earn 9 per cent. 

Mr. Johnson. Did you take into consideration the 25 per cent that 
is left to them under the greatest tax? 

Col. KuTz. Yes. 

Mr. Johnson. The greatest tax you levy is 75 per cent, which 
permits them to get 25 per cent. You took that into consideration ? 

Col. KuTz. Yes, sir. 

Mr. Benson. Then you say they would have to earn 9 per cent? 

Col. KuTz. Yes, sir. 

Mr. Benson. How would that affect your present fares on the 
Washington Eailway and Electric? 

Col. KuTz. The effect of the imposition of this tax for the year 
1919, 1 think, would have yielded a tax of about $450,000 and would 
have enabled the Capital Traction Co. to earn 7f per cent after pay- 
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ing the tax, and would have relieved the Washington Railway & 
Electric Co. of all of the 4 per cent tax which is now being paid and 
also the street railway crossing tax. It would not have changed tha 
present fares at all. 

Mr. Benson. If you had taken off the 4 per cent, they would have 
been able to run ; is that the idea ? 

Col. KuTz. The abolition of the 4 per cent tax, plus the street 
railway crossings tax, would have enabled the Washington Railway 
& Electric Co. to earn nearly 6 per cent. 

Mr. Benson. But you say they ought to earn 7 per cent. 

Col. KuTz. We say that 7 per cent is a reasonable return in normal 
times, but we have not been authorizing rates that would yield more 
than 6 per cent. 

Mr. Benson. When money gets higher you make the railroads 
run for less rates. 

Col. KuTz. We make them share the reconstruction burden with 
the public. 

Mr. Johnson. Did you give the railroad companies credit in the * 
figures you have just given for the returns which they may receive 
from property not used and useful. 

Col. KuTz. No, sir. 

Mr. Johnson. You should give them that credit, should you not, 
in getting at their net returns ? 

Col. KuTz. We do not take that into consideration at all. 

Mr. Johnson. When you come to make figures allowing the owners 
of the property a net return, ought you not to give them a return 
from both sources, from the property used and useful for railroad 
purposes and also from the property not used and useful for railroad 
purposes? That would increase their returns, would it not? 

Col. KuTz. It might and it might not. 

Mr. Johnson. It would if they got any returns at all from the 
the property. 

Col. KuTz. But there might be expenses connected with it. 

Mr. Johnson. Bound to oe. 

Col. KuTz. And the return might be 5 per cent or might be 10 per 
cent. In our rate base we exclude all property that is not used and 
useful for street railway purposes in the District of Columbia, and 
then we exclude from the earnings and the expenses any earnings 
or expenses that are assignable to these nonused or nonuseful prop- 
erties. That is a side line of business which the corporation con- 
ducts, with which the public utilities commission is not concerned. 

Mr. Johnson. If that corporation gets a profit out of that character 
of profit, then their gross returns or their net returns, either, are 
augmented to that extent, are they not? 

Col. KuTz. We do not take them into consideration. 

Mr. Johnson. I know you do not, but let us view it from the 
standpoint of what return the investor is getting for his money. He 
is getting a return from the property used and useful for railroads, 
and he is also getting a return from the property not used and useful. 

Mr. Benson. The truth about the matter is that he usually loses 
on that, does he not ? 

Mr. Johnson. They are losing on both of them now. 

Mr. Benson. That is a fact, is it not, that they lose on that 
property ? 
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Col. KuTz. Not necessarily. 

>fr. Benson. Usually, I say. 

Mn Johnson. I believe you said that some of this property con- 
^5:ts of houses and lots ; do you know of anybody in the District of 
V\^hunbia who is now losing any money on houses and lots in Wash- 

1\>|. KuTZ. I think there are honest landlords in the District of 

iVhunbia. 

Sir. Johnson. I am not talking about that. They can be honest 
lAUvl still make something, can they not? 

t\)l. KuTz. I have a landlord who has increased my rental to a 
<\\u\\\ degree, and I count him an honest landlord, as the increase in 

^\\U\\ is very much 

Mr. ,T()ifN90N (interposing). I am not talking about the increase in 
V^^htiiin. I am talking about a rental that will produce a profit. The 
s^xvnorH of the street railways who own houses and lots, which are be- 
M^tf rriited out, get some return from that, do they not? 

(\il. Ktrrz. Yes, sir. 

Mr. J(>iiNfl^>N. And that return is a profit that is added 

{\}\, Ktrra (interposing). Some of it is in the form of idle land 
Y\\\W\\ involves an expense and not a return. 

Mr. lW^sHi)S. And, Colonel, that land has been bought by these 
\HMn|Hitii<*H l>er»ause of looking forward to the future needs of the 
^HMnpuni^'H; is not that true? • , ^ , . ^ 

(*nl. Kirrz. The commission considered each piece of property 
«rt^HMni<<'ly and classified it as used and useful or not used and useful^ 
Mill mIIow^mI the companies for every property that was reasonably 
mpimIimI Uf nieet their future needs. 

Ml', IJi'KmrK. Colonel, I would like to ask you just one question. 
\ f|i«r <lii>' iiJ'Tger that is coming so soon, is it your idea to relieve the 
miM [/<''! ^'o/iipanies from the payment of the crossing policemen'^ 

Col, \ivrx. Yes, sir; I do not think they ought to bear that, no 
hiiiU*'!' wh^'th^-r the companies remain separate or are merged. 

Mr lU hift^'K. But after the merger, it is not your idea to have this 

S^^^n\vtflir f»Jii^l ^^> on any longer. 

Col, KiTZ, WflK I think if the tax is maintained, the revolving 
fiiiMl IrUoulil be maintained. If the tax is abolished, the fund should 

|iM M^oli-bi-d. , . , 

Mr. lU s<ifi* K. I un^l^rstand you to say that after the merger it 
^tin iini your iH<'a Up ItHvc this form of taxation continued? 

( ol, Kf'iz. No. 

Mr I'ff Hh$< H. And therefore it should be limited. 

( 'n\. Ki r/.. y<'*', hin 

Mr 1/AKivic K. Mr. <'h?iirrnan, at this point, if I might call the at- 
li iihon of th*' i'onifrnii***' fo it, in connection with the tax or the rate 
i,f li'inrtt. I woijM lik** i/pjr^t into the record a reference to the latest 
iJH h'tofi of tlii' .Sijj;r<'nj<' Court of the United States that I know of 
KM i\iiii K.Hfyj«'<'f. th<'. Lincoln (inn Case, decided in June of last year, 
1)1 V l»i'')i iUi* ^nifVi'tin* Court taking judicial notice of the high rates 
nf tnohi-y Hh Ht'lJ «j, fh<' hi^h commodity costs, said that they were 
lio loo^*'V in a (/oa/f )on Uf my that a rate of return of 6 per cent was 
j,i,iMonln»' >if/;ry, 'i h** hupW'nie Court of the United States so de- 
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The Chairman. I think the members of the committee will be 
glad to look over that case, Mr. Barbour. 

Mr. Woods. Colonel, under your plan of service at cost, what in- 
ducement would be left to the owners or to the companies to practice 
economy in their expenditures. 

Col. KuTz. Under this form of taxation? 

Mr. Woods. Under this form of taxation, but you were speaking 
of a service at cost system, whereby they are goiiig to be able to 
charge the people what it cost. Why should they care then about 
what it costs. 

Col. KuTz. Well, their net earnings are dependent on the cost; 
that is, they profit by economical operation under the service at cost 
plan. It would take a good deal of time to go into the details of 
the plan, but I think the public is reasonably well' protected. 

Mr. Woods. You still leave an inducement for them to practice 
economy ? 

Col. KuTz. Yes, sir; I think that is the advantage over commis- 
sion regulation, in that it gives more freedom to the company. 

(The committee thereupon adjourned until Wednesday, February 
4, 1920. at 10 o'clock a. m.) 



House of Representatives, 
Committee on the District of Columbia, 

Wednesday^ February Jf.^ 19^0. 

The committee met at 10 o'clock a. m., Hon. Carl E. Mapes (chair- 
man) presiding. 

STATEMENT OF HON. W. OWYNN OABDINER, ATTOENEY AT LAW 
AND FOEMER COMMISSIONEE OF THE DISTEICT OF COLUMBIA— 
Eesumed. 

The Chairman. Gentlemen, Mr. Gardiner is here this morning 
and we will be pleased to have him continue his statement. 

Mr. Gardiner. Mr. Chairman, at the beginning of my testimony 
when I was last before the committee, you asked me whether or not 
Congress could take from these companies their franchise rights and 
thereby force a merger. I told you that if such a thing was done, 
in my opinion, you would have to allow them the same value as 
though they had their franchise, and in order that the committee 
may have what the Supreme Court of the United States has said on 
that identical (juestion, I have brought with me this morning Volume 
246 of the United States Supreme Court reports, in which that iden- 
tical question was before the Supreme Court and was decided by 
the Supreme Court. 

The Chairman. Before you read the decision, Mr. Gardiner, I 
would like to ask you this question : The different acts incorporating 
the different street-car companies constitute franchises, and the only 
franchises that they have? 

Mr. Gardiner. Yes; reserving in Congress the right to repeal them 
at any time. 

The Chairman. And the repeal of those acts would repeal their 
franchises. 
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Mr. Gardiner. Yes; and the companies would then be acting at 
sufferance. 

The Chairman. I am asking these (juestions to get your opinion, 
and although they are somewhat leading, I do not mean thereby to 
suggest the answers. 

Mr. Gardiner. I do not care how leading they are ; I am here to 
answer any questions you may desire to ask. 

The Chairman. I wanted your opinion about that. 

Mr. Gardiner. Yes. I was satisned of it the other day, and I am 
now supported in my view of the other day by the decision of the 
Supreme Court on tnat identical question, except in that case they 
had expired by reason of the charter itself, which is a still stronger 
case than ours. 

The Chairman. Congress in repealing the franchises under the 
right reserved in the acts would put the companies in the same posi- 
tion that a company is in that is given a limited franchise in a city, 
after that franchise expires. 

Mr. Gardiner. Precisely. 

The Chairman. And the Government here would not be required 
to pay the companies any more than a city would be required to pay 
where the franchise was limited and the time had expired, if it took 
over the property of the street car company. 

Mr. Gardiner. Not any more or not any less. 

The Chairman. That being true, how would the Government 
here be required to pay anything for so-called franchise rights. 

Mr. Gardiner. You can call it what you please and name it as 
you desire, it comes back to the question that there is a going con- 
cern developed under private rights granted to a corporation for 
furnishing something for public use, and being enjoyed by the public 
and being a necessity, as being used by the public makes it a necessity, 
the courts have said, and, I think wisely, although it is not for me to 
say, of course, — ^the Supreme Court of the United States and many 
of the Federal Courts, and in fact, all courts of last resort have said 
that it must be treated as a going concern and settled for at what it 
would cost the city to produce that property as it stands to-day. 

Mr. Benson. Mr. Gardiner, would you mind putting in the name 
and title of the case? 

Mr. Gardiner. Yes ; and I am going to read from this case so that 
if there are any of the members of the committee who are not lawyers 
they can get the substance of it. It is known as the Denver Water 
Co. case, decided by the Supreme Court of the United States on 
March 4, 1918, a very recent case, and is entitled " City and County 
of Denver and Others v, Denver Union Water Company " and " The 
Denver Union Water Company v. City and County of Denver and 
Others," there being what is called in law a cross appeal. 

Mr. Lanham. Where is it reported ? 

Mr. Gardiner. In 246 U. S., p. 178 to and including p. 194. It 
is a long case and I am only going to read such portions as deal 
with this identical question. I am reading now from the bottom of 
page 190 of this report : 

In this situation — 

The situation, gentlemen, as you will find from reading the case, 
was that the charter of this company had expired. There were 
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certain options and privileges given to the water company which 
expire with it. There were certain rights allowed to the city that 
they might purchase or do other things. In a former decision of the 
Supreme Court on this subject, which is referred to in this decision, 
it said that the city did not have to exercise its rights in any regard. 
Then it went back and th6 city undertook to condemn tl\is property 
as " junk " property, the term " junk " being used here. The water 
company objected and it came to the Supreme Court of the United 
States the second time on that identical question. Now, here is what 
the court said: 

In this situation there can be no question of the company's right to adequate 
compensation for the use of its property employed, and necessarily employed. 
In the public service. 

I might say that they referred it to a master to ascertain what it 
would cost the city to reproduce this property, and as I recall, it 
was something in the neighborhood of $12,000,000, the master made 
a finding, and that is in this report: 

Nor can it be doubted that the property must be valued as property in use. 
It involves a practical contradiction of terms to say that property useful and 
actually used in a public service is not to be estimated as having the value of 
property in use, but is to be reckoned with on the basis of its " junk " value. 

That was the contention of the city. 

Nor is the question of value for present purposes greatly affected, if at all, 
by the fact that there is neither right nor obligation to continue the use per- 
petually or for any long period that may be defined in advance. The reason 
is not obscure. The cost and detriment to a property owner attributable to 
the use of his property by the public, and the value of the service rendered by 
the property to the public, are measured day by day, month by month, year 
by year, and are little influenced by the question how long the service is to 
continue. The cost of the service includes the use of the plant, but ordinarily 
not its destruction, except through the slow processes of wear and tear and 
obsolescence for which graduated depreciation allowances are made. The whole 
calculation is a matter of income, not capital, accounting; and the cost and 
value of the use of a given property for a stated period is the same whether 
the use is to be continued after the expiration of the period or not. If the 
period is extended, compensation for the use is extended proportionately. 

Then it goes on and deals with various subjects, and on page 194 
they take up the master's rei)ort. I think it is well to put that in 
the record here, as to the finding with reference to what it would 
cost to reproduce : 

As we have shown, the master found the value of complainant's entire plant, 
including these water rights, to be $13,415,899. Deducting $1,998,117, the en- 
tire value of the disputed rights, there remains a valuation of $11,417,782. 

You see there was $1,998,117 of disputed rights as to certain con- 
tracts which they had with individuals in furnishing water, that 
being eliminated and not decided in this case because there was other 
evidence necessary for the court to consider on that point, and it 
seems that the city and the water company both eliminated that in 
order to hurry the case to the Supreme Court and have the main 
question settled. 

No part of this is seriously disputed except the item for going-concern 
value, upon which we have already passed. The master found that the net 
earnings of the company under the ordinance of 1914 would be $488,820. No 
question is made about this, except some slight criticism of the depreciation 
charges that enter into the calculation ; a criticism that we can not sustain. 
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Now, then, they go on here with another phase which I would like 
to'^give you at this time because it deals wiwi the question of return, 
which is spoken of in this bill before you gentlemen now, and in this 
case and in other cases I have here, which I can show you gentlemen 
in just a few minutes, the courts all treat the question of what is a 
reasonable Feturn, not upon the basis of whether it shall be 6 per cent 
or 10 per cent, but what amount of money, what rate of interest, 
shall the individual corporation or the public utility pay for money 
in the community in which the individual corporation or public 
utility is being operated : 

No question is made about this, except some sllp:ht critioism of the deprecia- 
tion charges that enter into the calculation ; a criticism that we can not sus- 
tain. The net return, therefore, is found to be only 4.2812 per cent of the value 
of the plant, excluding the disputed water rights. 

Of course, they would have to exclude anything that was not found 
as a fact. 

While there is no controversy over the master's finding that the prevailing 
rate of interest — 

This is important because it shows you the basis of all these rates, 
as was said in the Consolidated Gas Co. case in 212 U. S., which 
was a New York case, which was the first case in which the court 
took up this question of confiscatory rates, and in that case they 
said that 6 per cent was not confiscatory, but that anything under 
6 per cent was confiscatory in effect. 

While there is no controversy over the master's finding that the prevailing 
-rate of interest for secured loans on business and resident's properties in 
Denver is about 6 per cent, with higher rates for loans less adequately se- 
cured. As was declared in Willcox r. Consolidate<i Gas Co. (212 U. S., 19, 48). 
the question of the rate of compensation that may be regarded as sufficient 
depends greatly upon circumstances and locality. In that case we held (p. 50) 
that complainant was entitled to 6 per cent on the fair value of its property 
devoted to the public use. We have no hesitation in holding hat the return 
yielded by the ordinance now before us is clearly inadequate and amounts to a 
taking of complainant's property without due process of law, contrary to the 
provision of the fourteenth amendment in that regard, even excluding from 
consideration the disputed water rights. 

Now, that is interesting, because if you look at this bill it under- 
takes to take from the company practically everything over 6 per 

cent. 

Mr. Woods. What amendment do they refer to there i 

Mr. Gardiner. The fourteenth amendment to the Constitution of 

the United States. 

Now, here is another interesting thing dealing with the question 
of property rights here, our code, being the Code of Laws of the 
District of Columbia, which went into eflfect January 1, 1902, and 
amended thereafter from time to time— I have in my mind the edi- 
tion of March 4, 1911, but the question of the rates has never been 
changed except the loan-shark law, which exempts banks, trust com- 
panies, and legitimate concerns, and reading from page 306, section 
1178, provides : 

The rate of interest in the District upon the loan or forbearance of any 
money, goods, or things in action, and the rate to be allowed in judgments and 
decrees in the absence of express contract as to such rate of interest, shall be 
$6 upon .$100 for one year, and at that rate for a greater or less sum or for a 
longer or shorter time. 
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Sec. 1179. The parties to a bond, bill, promissory note, or other instrument 
of writing for the payment of money at any future time may contract therein 
for the payment of interest on the principal amount thereof at any rate not 
exceeding 10 per cent per annum. 

Now, section 1180 seems to contradict that, because it says : 

What is usury. — If any person or corporation shall contract in the District, 
verbally, to pay a greater rate of interest than 6 per cent per annum or shall 
contract in writing to pay a greater rate than 6 per cent per annum, the 
<!reditor shall forfeit the whole of the interest so contracted to be received: 
Provided, That nothing in this chapter shall be held to repeal or affect the act 
of Congress approved March 2, 1889, relating to pawnbrokers. 

I argued that question once only, and that was many years ago, 
and the papers have all been lost or destroyed in my office, it having 
been some 12 years ago. I argued the question before Mr. Justice 
Anderson, and Mr. Justice Anderson held that the effect of that 
must have been that Congress intended that there may be a written 
contract, not exceeding 10 per cent, although thei^ is a very decided 
contradiction in those terms. That identical question did not go to 
the Court of Appeals in that case, because the other side did not 
appeal from it. I have never had occasion to present that question 
to the Court of Appeals, and so far as I can ascertain the question 
has never been presented to them on those sections of the code, al- 
though the Court of Appeals did pass on the question involving 
one of these loan-shark men in a contract which he had made under 
a guise which amounted to a sum very much in excess of 6 per cent, 
and the Court of Appeals in 31 Appeals, made him turn back all 
over 6 per cent. I am giving you gentlemen all of this history be- 
cause I think you should* have the effect of it. That was the case 
of Slocum V. Brown, and I think it is in 30 or 31 Appeals. 

The Chairman. Mr. Gardiner, if the Denver case holds that the 
water company is entitled to pay for its franchise it is subject to some 
question, is it not, or at least it is subject to the question as to what 
we mean by franchise. 

Mr. Gardiner. The word " franchise " is used, generally speaking, 
in many different days. You can eliminate, if you please, the question 
of value for franchise entirely, and I am submitting to you gentle- 
men the proposition upon the bases that you may treat the franchise 
as of no value, nevertheless you must pay these people what it 
would cost to reproduce that property to-day. That is the question 
you asked. Therefore, it does not make any difference. I should 
not allow, if I was making it up, and in my valuation I did not 
allow, anything for the franchise. I allowed what it would cost 
to reproduce the property to-day less the deprecisLtion, taking into 
consideration the other elements provided. That is the point, and 
I brought this case here because of your questions as to that right. 

Now, there is another case that is rather interesting on this ques- 
tion of the rate of return. It has not yet been officially reported, but 
you will find it in volume 16, issue of July 1, 1919, of the United 
States Supreme Court Advance Opinions for 1918-19, and I read 
from the case of the Lincoln Gas and Electric Light Co. v. City of 
Lincoln. It begins with page 577, and I am reading from pa^e 582, 
the question involved being as to whether or not a reduction in the 
price of gas from $1.25 — ^I think it was — ^to $1 brought in a return 
which made it confiscatory. The court says 
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The Chairman (interposing). Where did that case originate? 

Mr. Gardiner. It originated in the city of Lincoln, N^r., but the 
principle would be the same irrespective of what State it came 
from. The court says : 

We can not approve the finding that no rate yielding as much as per cent 
upon the invested capital could be regarded as confiscatory in view of the un- 
disputed evidence, accepted by the master, that 8 per cent was the lowest rate 
sought and generally obtained as a return upon capital invested in banking,, 
merchandising, and other business in the vicinity. 

I am reading this to show you that in my opinion the Supreme 
Court has clearly settled that the rate of return in such an amount 
as will give the company the opportunity, in the community in 
which the public utility is located, to acquire money for carrying 
on its business. If the rate was 12 per cent in the particular com- 
munity where the public utility was engaged in business, 12 per 
cent would be the proper return; whereas, in another place, if 
money was as cheap as 4 per cent, and they could acquire the money 
for their business at 4 per cent, then 4 per cent would be the proper 
return, having in mind, however, that you must allow for upkeep 
and depreciation. 

The Chairman. Will you read that statement again, please? 

Mr. Gardiner (reading) : 

We can not approve the finding that no rate yielding as much as 6 per cent 
upon the invested capital could be regarded as confiscatory in view of the un- 
disputed evidence, accepted by the master, that 8 per cent was the lowest rate 
sought and generally obtained as a return upon capital invested in banking, 
merchandising, and other businesses in the vicinity, 7 per cent being the 
" legal rate " of interest in Nebraska. Complainant had not such a monopoly 
nor were its profits " virtually guaranteed " in such a sense as to permit the 
public authorities to restrict it to a return of 6 per cent upon its Invested 
capital. 

You see they restricted it to 6 per cent. 

It is not entirely clear, however, that the rate ordinance did so restrict it. 
* Again, we question the propriety of the master's treatment of " going value," 
which he seems to have estimated at less than otherwise he would have placed 
it, upon the theory that the company business had been developed at the ex- 
pense of the public, in the expenditure of past earnings exceeding a fair 
return upon the capital Invested, and this without any finding or any clear 
evidence to which our attention has been called, that past earnings were 
excessive. 

Now, in this case it had started before the war, and you have 
heard what they said with reference to that confiscatory clause, but 
the Supreme Court of itself said this — ^the lower court dismissed the 
bill. The Supreme Court affirmed that but modified it, which is very 
interesting because it develops a situation which I contended for and 
thought was right at the time of these valuations : 

The decree dismissed the bill, however, so far as It related to the rate ordi- 
nance, without reservation or qualification. Perhaps it would go without 
saying but In our opinion the decree ought to be modified so as to permit 
complainant to make another application to the courts for relief against the 
operation of the ordinance hereafter, if it can show, as a result of its practical 
test of the dollar rate since May 1, 1915, or upon evidence respecting values, 
costs of operation and the current rates of return upon capital as they stand 
at the time of bringing suit and are likely to continue thereafter, that the 
rate ordinance is confiscatory in its effect under the new conditions. 

Recognizing new conditions as distinguished from old conditions : 

It is a matter of common knowledge — 
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Now, the Supreme Court took judicial notice, in effect, of this 
situation — 

It is a matter of common knowledge that, owing principally to the World 
"W'ar, the costs of labor and supplies of every kind have greatly advanced since 
the ordinance was adopted and largely since this cause was last heard in the 
court below. And it is equaUy well known that annual returns upon capital 
and enterprise the world over liave materially increased, so that what would 
have been a proper rate of return for capital invested in gas plants and similar 
public utilities a few years ago, furnishes no safe criterion for the present or 
for the future. 

Now, that brings up the situation that we have, admittedly, a 
railroad proposition that we can not disturb except by paying for it, 
which I hope the committee would not consider for a moment because 
we do not want to saddle on the taxpayers of Washington, if we 
can avoid it, this railroad property. Here we have a railroad that 
is getting now on a 7-cent fare about 4.5 per cent return, as I see 
fi'om the papers in this petition which they have recently filed, which 
undoubtedly is confiscatory, but the corporation is so near the brink 
of ruin that they can not go into court, because if they go into 
court, before the Supreme Court could pass on it, they would be in 
the hands of a receiver. 

The Chairman. Is there any particular connection between those 
cases, in your opinion? 

Mr. Gardiner. Yes, sir; they both decide the same thing. This 
first case is cited in the latter case, exactly. 

The Chairman. One relates to the taking over of the corporation 
and paying for its property. 

Mr. Gardiner. The first one relates to the question which you 
asked me at the beginning of the hearing the other day, whether or 
not, if there was no franchise in existence, you could treat it as junk 
rather than as a going concern. 

The Chairman. The question of the rate of return a corporation 
should receive is entirely separate from the question in the Lincoln 
Gas case. 

Mr. Gardiner. But in the Lincoln Gas case the court also took up 
the question of the rate of return, I assume having in mind that 
that question would be before the commission when it went back 
again. 

Mr. Benson. They had up that question in both cases. 

Mr. Gardiner. Yes; in both cases; but in the second case they 
deal largely with the rate of return, because that was the principal 
feature in the second case but was not the principal feature in the 
first case, although the Supreme Court considered the facts as to the 
rate of return in both cases. 

Mr. Woods. Do any of those cases you have found in your exam- 
ination of the authorities touch upon the point that has been raised 
here that notwithstanding the rate may be higher, that the corpora- 
tion has floated its securities at lower rates of interest ? 

Mr. Gardiner. No, sir; I should say that my opinion is, and I 
gather that from the general information I get from these books, 
by reading all of these cases on the question — and I read hundreds 
ox them at the time of these valuations — ^that in determining your 
rate of return you should take into consideration the fact that in 
this particular railroad there are so many millions of dollars already 
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out upon which they are paying 5 per cent. I think that should be 
taken into consideration, of course, and I think the Supreme Court 
means that those things should be taken into consideration. You 
take into consideration: What will this company have to earn to 
continue its business and to attract the capital oi investors; and in 
doing so you necessarily take into consideration the fact that there 
are so many millions of dollars at 4 per cent out, and that the com- 
pany would have to earn only 4 per cent to pay on those bonds, and 
that they would have to pay now 7 per cent on any new bonds issued. 
That is what I understand from all these cases, ^ir. That identical 
question I have not found. I looked for that identical question, but 
I have not found it, but I gather from reading all of these cases that 
that is what the court means — that you must take into consideration 
in the individual case all of the circumstances and all the surround- 
ing facts, and determine what rate of return on that property will 
permit those people to continue their business and attract capital. 

Mr. Benson. Mr. Gardiner, are you not a little wrong about that? 
In the Consolidated Gas case, of New York, which was the first case, 
or the leading case 

Mr. Gardiner (interposing). Yes; that is the case in 212 United 
States. 

Mr. Benson (continuing). Did they not decide in that case that 
they were entitled to 6 per cent on the fair valuation of the property, 
and they did not take into consideration the bonds or stocks at all ? 

Mr. Gardiner • No, sir ; but if you will read that case — and I look 
for the vei-y question that Col. Wood asked — ^you will find there that 
the question as to the amount of securities out and the return on those 
securities was not involved in that case, because it was a new concern, 
and they had just taken them over and were refinancing it, and there- 
fore the Supreme Court did not have before it that condition. 

Mr. Benson. Is it not common practice for corporations of this 
character to borrow as much money as they can on bonds? 

Mr. Gardiner. Yes. 

Mr. Benson. Is it not also frequently the case, as was the case with 
the Washington Railway Co., that the stock for many years paid 
nothing ? 

Mr. Gardiner. Yes. 

Mr. Benson. Is it not also a fact that the people put up the addi- 
tional money over the cost of the bonds in stock, hoping in the future 
to get some return and value out of the increased value of that stock? 

Mr. Gardiner. Yes. Have you finished ? 

Mr. Benson. Just one other question. I do not think the question 
which Mr. Woods raised has .ever been decided, certainly not to my 
knowledge. 

Mr. Gardiner. No ; it has not. 

Mr. Benson. But if you do go into that phase of the question, 
would you not have to take into consideration the length of time that 
those bonds still have to run and what it would cost the company ta 
refinance those bonds upon maturity ? 

Mr. Gardiner. Precisely ; and you would have to take into consid- 
eration also the fact that the stock had not paid anything, or had only 
paid 2 per cent, or had only paid 5 per cent. 

Mr. Woods. That would be one of the present circumstances you 
would consider? 
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Mr. Gabdiner. Precisely ; because in this very case I have just read 
what the court said 

The Chairman (interposing). Would you take into consideration 
the fact that it had paid 5 per cent when it ought not to have paid 
anything? 

Mr. Gardiner. Yes, sir; you would take that into consideration, 
because in this very case it is said : 

Again, we question the propriety of the Master's treatment of "going value," 
which He seems to have estimated at less than otherwise He would have 
placed it, upon the theory that the company's business had been developed 
at the expense of the public, in the expenditure of past earnings exceeding a 
fair return upon the capital invested. 

That was in the past, and that is the very question, don't you 
see. 

Mr. Benson. Yes. 

Mr. Gardiner. And the court goes on and says : 

And this without any finding or any clear evidence to which our attention 
lias been called that past earnings were excessive. 

In other words, they say that his finding is wrong because there 
is no evidence that the past earnings were excessive and therefore 
he should not have made any deductions such as he did make, but 
I take it from that language that had the report of the master shown 
excessive earnings in the past they would have considered that. 

Mr. Benson. Yes; I think so. 

Mr. Gardiner. I read that as the intention of the court at the time 
they decided that case, and it is upon this case, with many other 
expressions like this in all the books, that I formed the opinion upon 
which I based my answer to Col. Woods's question. 

Another interesting question which I want to call to the attention 
of you gentlemen is this : In the valuations of these railroads there 
was a contention on the part of some of the members of the com- 
mission that there was a vast difference — and I think my former 
associates will concede that they insisted there was a vast difference 
between valuing a property for rate-making purposes and valuing 
it for sale purposes. They said : " We are not making a valuation 
of this property for sale purposes; we are making a valuation for 
rate-making purposes." I say that when you are valuing a property 
for rate-making purposes, under the present Public Utilities act, 
under which we are operating, you are making the valuation of that 
property as a going concern, and a very interesting incident oc- 
curred when the expert for the c6mmission, the gentleman upon 
whom they relied for their bases and for their figures, was called 
hack on the stand in the Capital Traction Co. case, being called back 
on September 3, 1919. Mind you, he testified originally before the 
war, back in 1916 or 1917; — ^I think it was 1916. He Was called back 
on the stand and I questioned him at some length and pressed him, 
and I gathered from his answers that there was no difference, in his 
opinion, but finally Gen. Kutz took it up and I will read from page 
1774: 

Mr. Syme. May I just ask this question? 

Chairman Kutz. In Just a moment. Assuming, Mr. Sangster, that the pur- 
■chase price of the Washington & Georgetown Railroad Co. by the Rock Creek 
Hailway Co. of ten million-odd dollars was based on the then earning power or 
the prospective earning power of the Washington & Georgetown line what rela- 
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tion wouW that exchange value have to fair value for rate-making purposes 
at that time? 

Commissioner Gasdineb. TAat is asking for an opinion. 

Chairman Ktjtz. Well, he is an expert. 

Mr. Syme. That is what Mr. Commissioner Gardiner has asked him — ^for his 
opinion. 

***** 41 41 

Chairman K*utz. I want to find out whether the witness recognizes any dif- 
ference between exchange value and fair value for rate-making purix)ses. 
******* 

Mr. Sangster. I am glad you have asked me that question, Mr. Chairman, 
because the distinction has not been clearly made at all at this hearing. I 
should say, in answer to your question, absolutely not 

Col. KuTZ. Mr. Chairman, just in that connection, I think it might 
be interesting to the committee if there could be inserted in the record 
at this point the subsequent correspondence with Mr. Sangster in 
regard to this question and his answer. That will speak for itself: 

December 13, 1919. 
Mr. Andbew Sangster, 

101 Park Avenue, New York City, 

My Dear Mb. Sangster: Receipt is acknowledged of your communication of 
the 9th instant inclosing certain corrections to your testimony in the case of 
the Capital Traction Co. at the hearing of August 28, 1919. 

The commission is parlcularly interested in your answer to the question asked 
by the chairman appearing on pages 1774-1775. In order to refresh your mem- 
ory this question and your answer are given below : 

" Chairman Kurz. I want to find out whether the witness recognizes any dif- 
ference between exchange value and fair value for rate-making purposes. 

"Mr. Hamilton. Then we had better reopen the case and go into further 
testimony. 

" Mr. Sangster. I am glad you have asked me that question, Mr. Chairman^ 
because the distinction has not been clearly made at all at this hearing. I 
should say, in answer to your question, absolutely not." 

The members of the commission have received the impression throughout 
the testimony you have given in all the valuation cases that you do recognize 
a difference between the exchange value of the property of a utility and the 
value of that property for rate-making purposes. This opinion, however, ap- 
pears to be contradicted by your answer to the chairman's question quoted 
above. 

Will you please let the commission know if your answer in the above quota- 
tion correctly represents your views on this question, and whether or not you 
can recollect any previous testimony before the commission supporting that 
view? 

Respectfully, 

Walter C. Allen, Executive Secretary. 



New York, N. Y., December i7, 19t9. 
Mr. Walter C. Allen, 

Secretary Public UtUiiies Commission of District of Columbia, 

Washington, D. C. 

My Dear Mr. Atxen : I have received your letter of 13th instant in regard ta 
the question asked by the chairman in the closing stage of the hearing on 
August 28, 1919. - 

As I stated in my last letter, I found that at this point the record is not 
altogether a correct transcript of the proceedings, according to my recollection. 
The answer to the question of pages 1774-1775, as I have left it in the table of 
corrections sent you, is still, I am afraid, ambiguous and liable to be misunder- 
stood. The trouble, I believe, arises from the fact that the interruption which 
the chairman encountered in addressing his question to me, and his further 
remarks, are very meagerly reported, so that it might appear from the answer 
that my views on the question are that there is no real difference between ex- 
change value on the one hand and fair value as a basis for fixing rates for 
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service on the other, whereas the contrary is the case. The answer should 
read: 

" Mr. Sangstee. I am glad you have asked me that question, Mr. Chairman, 
because the distinction has not been clearly made at all at this hearing. I 
should say, in answer to the question whether there is any relation between the 
two — ^absolutely none." 

There is no previous testimony before your commission touching* directly on 
this important point, though the position I hold in regard thereto is more or 
less indicated in the preliminary testimony on the Potomac Electric Power Co. 
when Mr. Ham endeavored to criticize the treatment of the purchase of the 
United States Electric Lighting Co. in my report. 

If the commission should desire to have a fuller expression of view on the 
subject I shall, of course, be glad if I can be of any service. 
Respectfully, 

Andrew Sangster. 

Mr. Gardiner. I have no objection, but months after this, just be- 
fore I left office, in a meeting of the Public Utilities Commission, of 
the three commissioners, we were discussing some facts which brought 
this up, and Col. Kutz then said — I was going to give him the bene- 
fit of this statement, " He never made any such answer ; the stenog- 
rapher's report is wrong." I remember distinctly that lie had said so. 
and I said, "Colonel, he did say so, distinctly, and I remember it, 
and/ there were many others present." The Colonel said, " Well, 
we will find out. I am going to write to him ;" and I said, " I do 
not think it is right that you should write to him and ask him that 
question. If you want to submit it to him, bring him here and let 
him be examined again, because that is an important question" — 
these questions now being before the court or being prepared to go 
to the court, I said, " Let him be examined again, so that every man 
here has an opportunity to find out his views, or send this record to 
him and ask him to read it very carefully and, if it is correct, say 
so, and if it is not correct, indicate wherein it is wrong," which I 
thought was the only fair way. Now, I do not know what occurred 
afterwards. If there was any correspondence after that, I do not 
know anything about it, although Col. Kutz did say he was going 
to write such a letter and I asked to see it, but I did not see it, 
and I do not know what occurred. 

Mr. Hamilton. Mr. Chairman, I desire to have put upon this rec- 
ord that that stenographic record is made absolutely under the code, 
a transcript, and is to be taken as a true transcript of the testimony ; 
that if any change was made by correspondence in any part of that 
testimony, it was made without any notice to us in any way, without 
any opportunity to have our rights protected as the law requires, 
and it is ^ wrongful and an illegal attempt by correspondence to 
change a record. 

Mr. Gardiner. Mr. Chairman, I did not know I was going to start 
such a controversy. 

Mr. Hamilton (continuing). My recollection is this: When that 
question was answered by Mr. Sangster it was a very crucial ques- 
tion, and I was waiting intently for Mr. Sangster's answer, 
and I was watching the effect that that answer would have upon 
the commission — and certainly it had effect upon me — and the rec- 
ollection of Mr. Gardiner can be supported by the affidavits of at 
least six men who were present that that was his positive answer, 
unqualified, and that its effect upon all the parties present was pho- 
tographed upon their faces ; some were relieved, as I was, and others 
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were depressed, as Col. Kutz was, and showed it by his face. Now, 
I want that to go into the record. If that record has been changed, 
it has been changed contrary to the rules of this law and we have 
had no opportunity whatever to know it or to protect our right"* 
under it. , 

Mr. Gardiner. I am sorry I raised this controversy. I had no 
idea or intention of doing that. 

The Chairman. The committee, of course, does not know very 
much about the matter. 

Mr. Woods. The whole question is one that is to be determined by 
the decision of the courts, anyway. 

Mr. Hamilton. It will be determined by the decision of the 
courts ; yes, sir. 

The Chairman. The controversy between the commissioners as to 
the proper valuation of this property is n6t before the committee. 

Mr. Gardiner. Not at all. I was only reading that as having a 
bearing on this question. 

Mr. Brownlow. I think, Mr. Chairman, it is only fair that Col. 
Kutz should be allowed to reply to these statements. 

Col. Kutz. I just want to say that there has not been the slightest 
attempt to change the records of the valuation proceedings, and Mr. 
Hamilton is entirely wrong in his statement that I was depressed 
over the witness's answer, oecause I did not for a moment grasp 
that he intended to say what he did say on the record, and I was so 
positive that that had not been his intention that subsequently, 
through correspondence and through a personal interview, I asked 
him about his answer in this case. ' I admit that the record stands 
just as Mr. Gardiner says it stands and just as Mr. Hamilton says it 
stands, but I also say that that was not the witness's intended answer, 
and if necessary, that can be subsequently shown in a formal manner, 
but it seemed of insufficient importance to us at that time to reopen 
the case. 

Mr. Gardiner. I did not intend to raise any controversy or any- 
thing of the sort. I was simply presenting these facts and reading 
that answer in support of the theory of the decisions which I have 
read, and I am very sorry that it caused any disagreement or mis* 
understanding. 

Mr. Woods. Have you found any decisions right on that point, af 
to what valuation shall be taken, where there is a difference between 
the sale value and the rate making value ? 

Mr. Gardiner. As I read the decisions, there is none. 

Mr. Benson. There are any number of decisions on that question, 
that market value is the value. There is no such thing as rate-mak- 
ing value or tax value. Tax value and sale value are all the same. 

Mr. Gardiner. Exactly ; the question is what is the property worth 
as it stands out there to-day. 

Mr. Woods. In other words, the same valuation as is taken in a 
condemnation proceeding. 

Mr. Gardiner. Precisely, and that is the effect of that decision of 
the Supreme Court. 

The Chairman. Mr. Gardiner, I would like to get your opinion on 
this question. ^ If we should pass legislation compelling a merger of 
these companies, could the valuation already fixed by the commis- 
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sioners be taken as the valuation of the properties for this other 
purpose ? 

Mr. Gardiner. I am glad you brought that up. 

The Chairman. I asked Col. Kutz his judgment about that, and 
I understood him to say that it could not, because this valuation 
was determined upon for rate-making purposes only. 

Mr. Gardiner. No, sir; if the courts sustain my decision — and it 
may be egotism, but I have not any more doubt about it than the 
fact it is a bad day out to-day — then you will find that that basis, if 
sustained by the courts, would be, of course, the present-day value of 
the property. I did not arrive at that value in dollars and cents, 
and the matter would have to go back to ascertain the details of that. 
I sought to get that, but my associates said it would require a great 
deal of money and time and delay to get the exact present-day 
value as distinguished from the other valuation, but it is a very easy 
matter, when you have arrived at the value as of 1914 to find out by 
experts what percentage of increase there has been in costs and add 
that to the valuation. 

The Chairman. Let me ask you the same question in another way : 
Suppose Congress should determine, we will say, to own and operate 
the street car systems here in the District of Columbia and pay the 
companies for their property, .could the valuation as fixed by the 
commissioners be used as the basis ? 

Mr. Gardiner. The valuation as fixed by the commissioners, as 
finally determined by the courts, yes. In other words, the courts are 
going to review this question. Here are all the facts and the court 
IS going to say; that is, the Supreme Court of the United States, 
where it will finally be settled, is going to say just what is what, and 
then it will be a very easy matter to ascertain from that decision just 
what is what. 

The Chairman. Would there be any necessity for additional con- 
demnation proceedings? 

Mr. Gardiner. Absolutely not, sir. You would not be put to the 
expense of a dollar, as far as I can see. 

The Chairman. Would you make the same answer to the propo- 
sition of compelling a merger? 

Mr. Gardiner. Absolutely; and I will say, since you have men- 
tioned it, I was not going to touch on that matter 

The Chairman (interposing). Can you give us any authority for 
your answer? 

Mr. Gardiner. It does not require authority to sustain the position 
that if the Supreme Court says that the value is the present going 
value, then that is what the people would be entitled to in a con- 
demnation proceeding, and likewise what they would be given in a 
valuation case. 

The Chairman. You know there are a lot of skeptical men, both in 
and out of Congress, and we sometimes have to have authority for 
what appears to be more or fess obvious. 

Mr. Gardiner. I would say there are no authorities, because I do 
not know that Congress has ever undertaken, and assume they never 
will undeii;£^ke, in the final analysis, to take over and run a railroad, 
and certainly they have not done that in the past, and therefore 
there are no authorities on it. 
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The Chairmax. And no State authorities? 

Mr. Gardiner. I have not examined as to State authorities. I 
have only examined the Federal courts and the Supreme Court 

Mr. Barbour. Mr. Chairman, may I ask you to repeat just what 
line of thought it was you wished authorities on? I did not catch 
3'our question. 

The Chairman. The proposition as to whether or not it would be 
necessary to have a condemnation proceeding or new valuation pro- 
ceeding if Congress determined to compel a merger or to take over 
the systems. 

Mr. Gardiner. I proposed, gentlemen, to the railroads some year 
and a half ago. or suggested to the railroads; I did not propose it, 
and I only suggested it as an individual, that they could merge, and 
the way to merge was' this — I will give you gentlemen what I pro- 
posed then — let th^ two railroads enter into an agreement that the 
valuation as found by the Public Utilities Commission, and as finally 
determined by the courts; that is, corrected in such way as the court 
may correct it, be the basis of a merger, and that all of the stock 
of both companies be turned over to a trust company as trustee by 
all of the stockholders, under an agreement that the merger should 
become effective now, and the final reissue of that stock should be 
upon the basis of the valuation of the-two properties, as finally found 
by the court. In the meantime scrip could be issued and used as 
collateral, or they could transfer it and sell it the, same as stock. 
It is a very simple proposition, to my mind. A reasonable dividend, 
if there were any earnings, could be declared and paid on the scrip 
until the final analysis of the thing. But if you gentlemen want to 
urge a merger and will propose something along the plan of the 
enabling act of 1900, that they may do so* and so upon a majority 
or two-thirds of the votes of the stockholders, either upon the plan 
I have suggested or any other plan that you see fit, and provide in 
that very act that there may be a direct appeal in these cases to the 
Supreme Court of the United States, the Supreme Court would ad- 
vance the case, so that within six months, I take it, you would get 
a final hearing on the valuation and a final determination of the 
whole proposition, and we would have the whole thing settled. 

You gentlemen have the power, undoubtedly, by an act of Con- 
gress to provide an appeal direct from the courts where this matter 
now is to the Supreme Court of the United States in order to do 
away with all the intermediary courts and settle the question in six 
months. They can go to the Supreme Court of the United States 
and file a petition for an advanced hearing of these cases, and I am 
satisfied in view of your expression of approval and the seriousness 
of the situation, the Supreme Court would advance that case and 
hear it, as they do all these public matters of importance, and in six 
months you can have all this litigation settled and ended and a 
merger effected. 

The Chairman. Do you know what the procedure was in San 
Francisco or in Cleveland when the city took over some of the exist- 
ing lines ? 

Mr. Gardiner. I do not, except from the newspapers, and I would 
not want to express an opinion on it, because I have not studied it 
with that degree of care that would justify an opinion; but it seems 
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to me that if the companies will merge there can be no fairer way 
than to have the stock all put together now under an agreement that 
if your road finally is declared to be worth $20,000,000 and mine 
$10,000,000, as finally determined by the courts, you shall have your 
proportion as 20 to 10 in the final issue of that stock, and by an act 
of Congress provide for an appeal direct to the Supreme Court of 
the United States, because otherwise it will be three or four years 
being settled. The Potomac Electric Power Co. case is still in the 
low^er court. That case was decided two or three years ago, but that 
is due to the fact, however, of many things interfering. But in 
ordinary events, I know from my experience as a practitioner here, 
it would require about five years, would it not, Colonel, to get such 
a case from the lower courts to the Supreme Court? 

Mr. Wooi>s. I do not know about that. 

Mr. Gardiner. I should say about five years. It would certainly 
take a year before the lower court, and it would take six or eight 
months at least before the court of appeals, and then in the case of 
an ordinary appeal to the Supreme Court of the United States, 
which is allowed under the public-utilities act, it would be two years. 
The Supreme Court is just about two years behind now with their 
calendar. You are perhaps familiar with that also. So it would 
require anywhere from four to five years. 

Now, speaking to the bill directly, I think, and it was agreed among 
all the members of the commission, that the present rate or basis 
of taxation for street car companies was unfair, and I thought it was 
understood and agreed to by all members of the commission that 
4 per cent on the net earnings rather than on the gross income would 
be a fair basis. I care nothing especially about that, except that, 
I thought, it was understood and agreed to, as being the judgment of 
all the commissioners at the time I was there, but this bill, framed as 
it is, beginning with page 2 of the bill, provides: 

Upon operating income in any year in excess of (> per cent and not exceed- 
ing 7 per cent of tlie fair value of the property of each company, used and use- 
ful for street railway purposes within the District of Columbia. 

That would be confiscatory under the decisions which I have just 
read. As you gentlemen know, it would not stand water three 
minutes, and of course, if such a bill was passed the companies would 
^ go into the hands of a receiver because they could not live until the 
Supreme Court could be reached in a final discussion and determina- 
tion of the matter. 

I made some notes on the margin of the bill when I got it, before 
I came up here the first time, and you will notice that this language 
leaves out entirely the right to appeal to the courts from the judg- 
ment of the commission which is, I take it, unconstitutional in the 
first place, and in the second place, would be very harsh. You will 
note that language. I put on the margin there, "Leaves courts out." 

In line 5, on page 2 of the bill, are the words, " as ascertained." 
Xow, they have already ascertained the values. The language is, 
*' upon operating income in any year in excess of 6 per cent and not 
exceeding 7 per cent of the fair value of the property of each com- 
pany, used and useful for street railway purposes within the District 
of Columbia, as ascertained by the Public Utilities Commission of 
the District of Columbia." 
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That has already been ascertained by the Public Utilities Com- 
mission. 

Mr. Benson. Mr. Gardiner, I asked Col. Kutz a question on this 
very section. 

Mr. Gardiner. When? 

Mr. Benson. The other day when he was on the stand. The ques- 
tion was whether or not that section as written was an attempt to 
legislate so as to knock out the present appeal on valuations. I do not 
believe it would stand, but is not that the effect of it ? 

Mr. Gardiner. That is the way I read it. That is why I called 
your attention to it. I think there should be no attempt here to 
create a condition which would necessitate more litigation. I do not 
think it would stand for a moment^ but it would create more litiga- 
tion, and we want to avoid litigation now above all times. If you 
are going to adopt this, it should be, of course, subject to their right 
to appeal to the courts. It should be put in there specifically. The 
language, " under the provisions of section 8 of the act of Congress 
approved March 4, 1913," creating the Public Utilities Commission 
might save that, but it raises a point which should not be allowed to 
go unheeded, and if you are going to adopt this bill in this form, 
which I hope you will not do, there should be added, " subject, how- 
ever, to the right of appeal to the courts as provided.^' 

The other part of this section, "a tax of 50 per cent; and upon 
operating income in any year in excess of 7 per cent upon said 
value a tax of 75 per cent " is just as confiscatory as the 6 per cent 
provision and would not stand. 

Now, in lines 17, 18, and 19, on page 2, are the words, " assignable 
to street railway operations within the District of Columbia as de- 
termined by the public utilities commission." 

The Chairman. Mr. Gardiner, whait is your idea as to how much 
the return would have to be in order not to be confiscatory ? 

Mr. Gardiner. I felt as a commissioner and so expressed myself 
to my associates that a 7 per cent return would be a proper return 
on these public utilities in the District of Columbia, because you 
must allow, gentlemen, as I said in my opinion on that question 

The Chairman (interposing). Do you base that opinion upon the 
decision of the Supreme Court in the Denver case? 

Mr. Gardiner. I base that upon the various decisions of the Su- 
preme Court which I have read and on a study of the local situation 
and from knowing what the situation is here. For instance, in the 
rate case we had before us — and I base it upon this also — a great 
many brokers and bankers, men whose integrity goes without saying, 
men who handle affairs and know what rates of returns are, said 
8 per cent was the least return that these companies should have 
in order to finance themselves. 

The Chairman. The companies can get money here in the East 
for less than that. 

Mr. Gardiner. I think so, and that is why I said 7 per cent. 

The Chairman. They can get it for less than 7 per cent, can they 
not? 

Mr. Gardiner. No, sir; I would not to-day allow a client of mine 
to put 5 cents in either one of the railroads of Washington ai 7 per 
cent. It is too uncertain and too hazardous, and that is practically 



BEGULATION OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA. 139 

what these bankers said. If, Mr. Chairman, they can show you or 
can show anybody, from reliable sources, that they can finance 
the proposition at 5 per cent, then I say 5 per cent would be a proper 
rate of return, but my study leads me to believe that not less than 7 
per cent would keep them alive. 

Mr. BuKDiCK. The experience of the Washington Railway & Elec- 
tric Co. has shown that it is a very hazardous investment, has it not? 

Mr. Gardiner. Certainly. 

Mr. BuRDicK. With the change that has come about in four or 
five years or even less than that. 

Mr. Gardiner. Yes; and then, as these gentlemen said, and as is 
well known 

The Chairman (interposing). Some people claim that it is haz- 
ardous as to a good deal of water, but not so hazardous as to actual 
investment. 

Mr. Gardiner. Well, let us answer that in this way : Take the deci- 
sion contained in the majority opinion of the public utilities com- 
mission. That certainly did not add any water. It squeezed every 
drop of water out, and it was as dry as the Sahara Desert when they 
put their signatures to it. They are not earning 5 per cent on that 
valuation with a 7-cent fare. Does not that answer your question? 
With the lowest possible valuation that could be fixed having been 
fixed, and with their failing to earn with a 7-cent fare a return of 
6 per cent; with those facts oef ore you, would you not say no to any 
man who asked your opinion as to whether he should invest or not? 
And, gentlemen, if they raise that rate of fare over 7 cents, the com- 
pany will be in the hands of a receiver in 12 months, because I made 
inquiries at the time from every man I came in contact with and 
ascertained from the various cities that where the rate was raised 
beyond 5 cents in some places and beyond 7 cents in almost every 
place, the people simply revolted against it and said: "We will not 
ride on the street cars," and in New England to-day they went into 
the hands of receivers on a 10-cent fare, and in Boston, I think, they 
themselves went back to 5 cents, realizing that it was wrong to 
increase it. 

The Chairman. You have no hope, then, for the Washington Rail- 
way & Electric Co. ? 

Mr. Gardiner. I have no hope for the Washington Railway & Elec- 
tric Co. unless this committee will give them relief. 

Mr. Ham. Mr. Chairman, just for the purposes of the record, I 
would like to say that Boston is still on a 10-cent fare and is doing 
well on a 10-cent fare. 

Mr. Gardiner. Did not the Boston elevated roads, Mr. Ham, go 
back to 5 cents? 

Mr. Ham. No, Mr. Gardiner, they are charging 10 cents and being 
managed by a board of trustees appointed by tne governor of the 

State. 

Mr. Gardiner. I understood they had gone back to 5 cents. I am 
wrong, then, of course, and stand subject to the correction. 

Mr. Woods. I think what you have in mind is that if you increase 
the fare from 5 cents to 6 cents, that is an increase of 20 per cent, but 
does not represent an increase in the revenues of the company of 20 per 
cent, because in actual practice it has worked out that it is an increase 
of about 12 per cent. 
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Mr. Gardiner. . Yes ; exactly, because they make the money on the 
short rides, and a man is not ^ing to pay 10 cents for a short ride. 
He will say : " No; I will walk down town," and the result is they lose 
money. Is it not true, Mr. Ham, that some of the eastern roads did 
go back voluntarily to 5 cents. I am pretty sure they did, now. 

Mr. Ham. I do not know of any. The general proposition has 
been that it has taken time for a community to readjust itself to a 
higher rate of fare, but that such a process of readjustment does 
take place, just the same as people had to readjust themselves to 
paying higher prices for commodities generally, and I do not think 
there is any well-grounded thought now that street railway compa- 
nies, generally speaking, can do business under any condition on a 
5-cent fare. 

Mr. Gardiner. My statement was based on my study of the situa- 
tion at the time I was in the District Building, and we had an ex- 
pert here who had been over the country and who made these changes 
in our railroads, Mr. Beeler, by name, and I asked him about it, 
because he had been around in the various cities, and he said, " Mr. 
Gardiner, my experience has been and my knowledge leads me to 
believe, that when you get beyond 7 cents, certainly, you reach the 
point where people revolt against it, and that necessitates a great re- 
duction in the revenues of the company." I again say that I believe 
a 10-cent fare would put the Washington Railway & Electric Co. 
in the hands of a receiver. 

On page 3 of the bill, beginning with line 8, occur these words : 

These taxes, when paid to the collector of taxes, shall be deposited by him 
in the Treasury of the United States as a separate fund, to be known as the 
street railway contingent fund. 

Whatever taxes, gentlemen, are charged a.s:ainst these railroads 
and paid by them, should be turned into the Treasury of the District 
of Columbia just as any other tax. Congress appropriates money 
every year to carry on the proceedings of the Public Utilities Com- 
mission, and if you will get the District appropriation bill you will 
find every year so much money estimated by the commissioners for 
the expenses of the Public Utilities Commission, and you will find 
every year an appropriation by Congress, and this, I submit, should 
not be now injected in it in anyway. 

Beginning with line 21, on page 3 of the bill, are these words: 

The said street railway contingent fund and all accretions thereto shall be 
employed or expended by the said Public Utilities Commission in furtherance 
of the public interest in street railway transportation within the District of 
Columba, either by extension of street car lines — 

Now, that is the same plan advocated by Gen. Kutz, that the road- 
beds should be condemned and taken over by the District and rented 
to the public utilities, and I take it that that is what he has in mind 
here. I assume that is the same thing. If you are going to ta,ke 
them over you had better take them over body and soul, and there 
should be no discretion in the public utilities commission to build a 
road and then rent it for a price to be fixed by them and under such 
terms as they see fit to adopt. It is too much power to be placed in 
the public utilities commission, and Congress should regulate that. 
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Line 1, on page 4r 



The Chairman. Before you take up that matter, can you tell us, 
in a word, what propbrition of the value of these systems is in the 
tracks ? 

Mr. Gardiner. I could not, sir, without going back into the re- 
port, but you will find that figured in detail in the majority opinion 
on the valuation. I assume these gentlemen can tell you. The 
president of the road, I imagine, has it by heart. 

The building of tracks and purchase of cars is defined in lines 5 
and 6 to be subject entirely to the " fair and reasonable terms and 
conditions in any or all such cases as the public utilities commission 
may prescribe." I think that Congress should define that in spe- 
cific terms. 

Beginning with line 7, on the same page, there is this language : 

Necessary advances from said fund shaU be made by the Secretary of the 
Treasury to the disbursing officer of the District of Columlbia upon requisition 
of the public utilities commission of said District for such amounts as may be 
required from time to time for necessary disbursements. 

As I said a moment ago, the necessary sums to carry on the work 
of the public utilities commission are appropriated by the Appro- 

griation Committees of Congress every year, and if it is intended 
y this that the District or the public utilities commission shall build 
these tracks and draw on the Treasury for this money, we certainly 
do not want to increase the fare in order to create a fund for the 
public utilities commission to build tracks and rent them to the rail- 
roads. We want to keep the fare down, if possible. 

Section 2, beginning with line 16, on page 4, deals with the ques- 
tion of special policemen. I take it that that is certainly correct, 
because, undoubtedly, when this law was originally passed which 
required the street car companies to furnish policemen or to pay the 
hire of policemen at street crossings, it was at a time when the street 
cars were the only things to be reckoned with in the way of traffic, and 
of course, to-day, in view of the automobile congestion, the traffic 
policemen must give most of their time to the pedestrian and vehic- 
ular traffic, and therefore it is not right or fair that the street car 
company should pay the hire of those men. I think it is perfectly 
plain that they should be relieved of that burden. 

Mr. Benson. Mr. Gardiner, I would like to ask you a question 
right there. I asked the question of Col. Kutz the other day; that 
is, about the effect of this bill upon the lines leading out into Mary- 
land and Virginia that are not now earning sufficient to operate 
them, and his answer was that the Marylanders ought to pay enough 
to run those lines. I want to ask you if it is not recognized in 
all street railway and railroad circles that feeders, such as these 
Maryland lines are, that bring a certain amount of travel every day 
to the terminus of the city line, should be allowed a certain per- 
centage from the central line for the traffic they bring them. 

Mr. Gardiner. Yes; that is the basis upon which railroads cal- 
culate, but in this jurisdiction we have the Maryland line coming 
in from Maryland over the District line, and from the District 
line all along there is travel, mixed together practically as one. For 
instance, take along the Bethesda line, people in Maryland will get 
,on the car within a square or two of the District line, and from the 
time they reach the District line people are getting on all the wa}'^ in 
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until they get downtown. The country has been developed all the 
way out. In other words, the street cars have developed the city 
and have developed the towns in Maryland, surrounding the city. 
There is no doubt about that. 

The Chairman. Mr. Gardiner, is it your understanding that the 
return on the fair valuation of the companies here in the District 
of Columbia compares very favorably with the average street car 
systems throughout the country? 

Mr. Gardiner. The Capital Traction Co., of course, under this 
present system is getting a great deal more than any street car 
system in the counti'y that I know of. I think it is the most pros- 
perous line in the country. I do not, of course, know every line in 
the United States, but generally speaking, I think it is the most 
prosperous one. 

Tlie Chairman. And assiu:ung that the Washington Railway & 
Electric Co. is getting 3 per cent or 3.5 per cent on its valuation, 
would it not compare quite favorably with the average line through- 
out the country? 

Mr. Gardiner. No; we had all that data before us at the time, 
but I have not it with me now, and my impression is that the com- 
missions all over the country had given them an increase in order 
to let them earn at least 6 per cent. 

Mr. BuRDiCK. How could they provide a return of 6 per cent ? 

Mr. Gardiner. I think they have been increasing the fare until 
they did earn it, because there is no doubt on earth but what they 
can go into the courts and have anything less than that declared a 
confiscatory rate. 

The Chairman. There is some doubt about that if the rate is fixed 
by the franchise. 

Mr. Gardiner. No; because where there is a public utility com- 
mission appointed and given certain powers, that superseaes the 
rights under the franchise. If that was not so, the railroad com- 
panies would simply stand aside and say, " My franchise rights give 
me the right to do so and so and you can not interfere," but the courts 
have construed the public utilities commission law as superseding 
such rights under the franchise and as giving them the right to con- 
sider and determine what is fair and reasonable. 

The Chairman. The franchise right limits the amount of fare, in 
a great majority of the cases, I imagine. 

Mr. Gardiner. Under the enabling act of 1900, that I referred to, 
which permitted the purchase of other lines by the Washington 
Railway & Electric (Jo., or by the old company which changed 
its name to the Washington Railway & Electric Co., one of the 
conditions of that merger was that they should not charge over 6 
tickets for a quarter for a continuous ride, and under the provisions 
of that merger they did charge only 6 tickets for a quarter for a 
ride from one end of the city to the other, whereas but for that act 
of Congress and but for the provisions of that merger the people 
would have been paying 10 cents to ride from one end of the city 
to the other because they would be different lines without any trans- 
fer privileges. 

The Chairman. And the only authority upon which the public 
\Uilities commission acts in increasing the rate above that is the. 
opinion of the corporation counsel, is it uot? 
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Mr. Gardiner. Oh, no. 

Mr. Benson. There are authorities along that line in Maryland. 
For instance, in the Maryland Telephone Co. case the charter pro- 
vided for a fixed rate of $48 for the use of telephones. 

The Chairman. We are getting outside of the District. 

Mr. Gardiner. Eight in the District of Columbia, the identical 
question was decided in the case of Heiskell v. The Chesapeake & 
Potomac Telephony Co. I can get that volume for you in a moment. 
It has been a long time since I read it but I remember the facts very 
well. 

Mr. Benson. Was not the direct issue in that case, as to whether 
the public utilities commission had the right to increase the fare ? 

Mr. Gardiner. Yes. If some one will go into the rooms" of the 
Judiciary Committee and get me the decisions of the Court of Ap- 
peals, I can read you the language in the case of Haiskell against 
the Chesapeake and Potomac Telephone Co., decided by the Court 
of Appeals of the District of Columbia. 

Mr. Brownlow. That did not touch on the question that Mr. Mapes 
asked. That was the case where a rate had been fixed under a con- 
tract. 

Mr. Gardiner. I know thej'^ reviewed this identical question. This 
man had a continuing contract in that case. 

The Chairman. I did not want to throw you off from your state- 
ment. 

Mr. Gardiner. Not at all. I am glad to answer these questions as 
we go along. 

The Chairman. My own judgment is that where the franchise has 
to be submitted to a vote of the people and expressly limits the rate 
of fare, that a public utilities commission under general legislation 
has not the power to increase the rate above that amount. 

Mr. Gardiner. I think so, because the power in the State that 
passed that law Jimiting the amount of charges in the franchise like- 
wise passed the law which created the public utilities commission, 
and therefore its acts and its powers as defined in the act creating the 
commission supersedes any duties imposed by the original charter 
rights. I think that is the basis of the decisions, as I read them. 

The Chairman. But where the people locally have granted the 
franchise and have voted upon it, the same body, as a rule, has not 
passed the law which creates the public utilities commission. The 
law is passed by the legislature and not submitted to a vote of the 
people in the different localities affected by the franchise. 

Mr. Gardiner. But the legislature represents the people in the 
State. 

The Chairman. Yes ; in a general sort of way. 

Mr. Gardiner. Legally speaking, it does, and therefore its deci- 
sion 

The Chairman (interposing). I do not care to argue that. 

Mr. Benson. That is not the case here anyhow. 

The Chairman. No ; but I did not want his stat^nent to go unchal- 
lenged. 

Mr. Gardiner. Well, I will have a book here in a moment that 
will show you I am right, because the Court of Appjeals took up that 
matter. The facts in that case were these : Mr. Heiskell had one of 
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the old contracts with the Chesapeake & Potomac Telephone Co., by 
which they contracted with him to give him a continuous service 
without any limitations or additions for about $24 a year. They 
could not get that contract from him and he declined to give it up* 
He had property rights and they were bound to carry them out. 
After the passage of the public utilities act the gentleman who drew 
the public utilities act, Mr. E. H. Thomas, who was at that time 
corporation counsel, after retiring from the Public Utilities Com- 
mission and assuming the practice of law, took the matter up and 
souffht to enjoint the Public Utilities Commission and the Chesa- 
peake & Potomac Telephone Co., I think both, upon the ground that 
he had a contract right, and the court said, " No ; all of your contract 
rights are superseded," and they discussed that question in detail 
very fully. It has been many years since I read that case, but my 
impression is that they went into all the duties and obligations and 
discussed these various phases. Now, they may not have gone to 
your little municipality or county seat, where they would do some- 
thing of that sort, because we do not have those here and they are 
all under Congress, but 

The Chairman (interposing). It would not be binding, of course, 
if they had discussed that. 

Mr. Gardiner. No; it would not be binding. 

Mr. Woods. The leading case on that question was decided by 
the Supreme Court about six months ago, which was a case from 
Georgia. 

Mr. Gardiner. That is true. 

Mr. Woods. That simply went- to contract. 

Mr. Gardiner. Yes ; that went to contract only. 

Mr. Woods. And held that you could not oust the State regula- 
tory body of its jurisdiction by a contract. 

Mr. Gardiner. That is true^ My impression is, although I am not 
p.>sitive, Mr. Mapes, that the Court of Appeals discussed that very 
thoroughly. It was the first case here and a test case, and it was 
understood by the court to be a test case involving all rights, and 
they took it up and disposed of it after a very full and thorough 
discussion of all the legal phases involved. 

The Chairman. The specific question I was trying to get you 
to answer was whether any court had decided that the Public Utili- 
ties Commission had the right to change the fares on these lines 
and make them different from what it was provided in the act of 
Congress they should be. 

Mr. Gardiner. I am satisfied I can furnish you with the author- 
ities on that question and I will be glad to do so. 

The Chairman. My own impression has been that the Public 
Utilities Commission was acting solely upon the authority of the 
opinion of the corporation counsel rendered some years ago. 

Mr. Gardiner. No, sir; that question was raised by a demurrer 
filed by Mr. Clayton and others, I think, before the commission in 
the gas company case, and I looked into it pretty thoroughly then, 
and from the authorities I gathered at that time I formed the opinion 
that Congress had defined what should be the rate in the Dis- 
trict of (^Dlumbia for gas; that is, not exceeding a certain rate, I 
do not remember the rate now, and Congress thereafter having 
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passed a law creating the Public Utilities Commission and giving 
that commission full powers and rights, that that superseded any- 
thing that was contained in the original act of Congress. Now, that 
was not in the charter of the gas company because it was an act of 
Congress passed years after the charter was granted and just about. 
the time the Public Utilities Commission act went into effect. But 
before it went into effect they limited the price of gas by an act of 
Congress. It was not to exceed so much, but I do not remember the 
figure exactly now. You will remember that act yourself, Mr. Chair- 
man, because, I think, it was passed after you became a Member of 
Congress. 

Now, referring again to the bill, on page 4, section 3 provides : 

That it shall be lawful for two or more public utilities operating in the 
District of Columbia, incorporated by special acts of Confess and rendering 
like services in the District of Columbia, to consolidate their properties into 
one corporation for the ownership, management, and operation of the properties 
under the following conditions : 

If Congress is going to accept this bill, it should ascertain and 
write into the bill the names of the corporations to be consolidated. 
I take it that this refers especially to the gas companies. There are 
two gas companies, and imder the La Follette amendment they can 
not merge. The two gas companies should be merged as one, since 
the ownership of the stock of the Georgetown Gas Light Co. is in 
the Washington Gas Light Co.; just exactly the same condition that 
exists between the street railway company and the electric light 
company, but they can not merge because of the La Follette ^'Uiend- 
ment, and I assume this is to permit that. I think it should be per- 
mitted, and if there are any other mergers, I think that should be 
stated specifically in here. If this was passed, the electric light 
company could be merged with the Washington Railway & Elec- 
tric Co. undoubtedly, but the Public Utilities Commission would 
say no, and then they could not be merged, although you may have 
intended in the act to give them that right. Thereiore, Congress 
should specify what companies should be merged and the conditions 
under which they should be merged. 

Mr. Woods. Do you know of any practical reason why the light 
and power company should not be merged with the street railway 
company ? 

Mr. Gardiner. I do not, sir. I know of many practical reasons 
why it should be. 

Mr. Woods. I would like for you to give us, briefly, some reasons 
why you thiiik so. 

Mr. Gardiner. Under the enabling act of 1900 the Washington 
Railway & Electric Co. ; that is, the Washington & Great Falls Co. — 
which I call the Washington Railway & Electric Co., because it was 
permitted to change its name, under the powers vested in it by Con- 
gress under the terms of that act — took these suburban lines over, 
and torday are saddled with those lines. They did not take over the 
charter rights of the City & Suburban road running out toward 
Laurel, nor did they take over the franchise rights of the George- 
town & Tenleytown road, running out to Rockville, and they do not 
even own all of the stock of those companies, but they own a majority 
of the stock, as I understand it, and perhaps practically all of it. The 
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same act authorized them to take over the electric light company — 
in the langauge I quoted the other day, "shall not take over the 
franchise." At that time that language was perfectly harmless 
because there was no regulatory body in Washington at that time, 
and what difference did it make whether it took over the charter or 
not? It was run then, has ever since been run, and is being rim 
to-day by identically the same people. The officers, as I under- 
stand, are the same, and certainly the interests are the same. They 
may shift around but it is controlled and owned and operated as one. 
But the Public Utilities Commission says, " You shall not feed your 
railroad with your electric light plant, although you did contract in 
good faith, under the provisions of the enabling act, to take over 
these suburban lines and to feed them with the electric light com- 
pany. Congress intended you should do that, and in good faith you 
took them over with that in mind." They did continue to do it 
until the Public Utilities Commission was created and the Public 
Utilities Commission took the stand that they should be separate 
because Congress had put that provision in there which prohibited 
them from being one. Now, if they are not to be consolidated, like- 
wise, would it not be the duty, in fairness to the stockholders of the 
Washington Railway & Electric Co., to-morrow morning, to say, 
• " You, City & Suburban line, go gack to your stockholders; we will 
run you separately; yes, Georgetown & Tenleytown line, go back to 
your stockholders, you will be run separately." What would be the 
result ? Hundreds of people, who located out on those lines, assum- 
ing that Congress was acting in good faith and assuming tnat that 
act was good, and purchased property and have their all invested in 
those properties to-day, would be walking to their offices in 48 hours 
after that was done, because immediately somebody would file a 
petition to have a receiver appointed, and the courts, gentlemen, 
would not permit in Washington any more than in New York a line 
that was losing money to be run by the courts. You know what the 
United States court did in New York with those lines that had lost 
money. They said to the receiver, ** You will quit those lines, junk 
them, and close them up." Now^ that is the whole thing in a nutshell. 
Congress enacted a la;w under which the company accepted certain 
conditions, and terms, and obligations, and proceeded to carry them 
out. There was a joker there, which was then perfectly harmless and 
remained harmless up to the time the commission was created by you 
gentlemen, and by the act of the commission in refusing to permit 
them to continue as one; by separating their funds and refusing to 
permit the electric light company to earn over 7 per cent — although, 
in fact, not earning 7 per cent to-day, from the information I had 
when I left the District Building, and I do not know anything 
about it since — ^they are not able to declare a dividend large enougl 
on the stock to carry these lines. 

Mr. Woods. Even if they are consolidated, do you think the com - 
panv should charge the light users more than a reasonable .charge 
for that service in order to help out the street railway ? 

Mr. Gardiner. I do not, sir. The contract made them all one. The 
railroads which they took over were not paying. At the time they 
took over the electric light plant it was a small concern as compared 
with what it is to-day; but Congress said, "You guarantee those 
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bonds and you take the chance. You can take all these roads oyei' 
and you can feed them with electric light, if you want to try it." 
As a result of that, they developed a very magnificent property in 
electric lighting, but they did not develop a magnificent property in 
the railroads. The railroads continued to lose and the electric-light 
company grew and became profitable. 

Now, that is the situation exactly; but assuming, for the sake of 
the argument. Col. Woods, that they should be separate, they should 
be permitted to earn a reasonable dividend, at least; certainly as 
much as the Capital Traction Co. is earning, and that would save 
the people of Washington $1,400,000 a year, as I remember the 
figures. In other words, if you had a client who came to you and 
said, " I have two remedies, both of which are legal, but one of them 
will cost me $1,400,000 more than the other," I know how long it 
would take you to say to him, " You take the one that will cost you 
less money." Now, the public is paying for this and the public wants 
this remedy. They said so through their representatives at the 
hearings. They would rather have this than have the people on 
the Capital Traction Co. line pay this additional revenue. The cost 
to the individual family is 80 cents, as compared with $3 which they 
are paying out, and -we should look at it from a business point of 
view and follow the rules of common sense and common principle. 

The Chairman. That, really, is not a question for us, is it Mv* 
Gardiner? 

Mr. Gardiner. Yes; that is one of the problems you will have to 
solve here right now. That is one of the questions you must solve, 
and I take it you will. 

The Chairman. We could not very well instruct the Public Utili- 
ties Commission, could we ? 
• Mr. Gardiner. No ; you can not instruct them, but you can pass a 
law which will tie their hands, and that is exactly what I am getting 
at. You should name the corporations to be consolidated. Do not 
trust to the determination of the Public Utilities Commission because 
I know if it is left to them their position is such that they would not 
permit these two companies to come together. They would permit 
a consolidation of the two gas companies, I take it. 

The Chairman. Suppose we permitted the consolidation and the 
Public Utilities Commission still was of opinion that the users of elec- 
tric light and power were paying a reasonable amount for that serv- 
ice and would not allow an increase for that. 

Mr. Gardiner. Then the courts would step in and say : " Gentle- 
men, I direct you to do so and so." That is what the courts are for. 
You pass the law and if it is not followed by the Public Utilities 
Commission the courts correct them. 

The Chairman. Do you think the courts would instruct the Public 
Utilities Commission to allow any company to charge more than a 
reasonable price for its service? 

Mr. Gardiner. No, sir; but if you consolidated them by putting 
the names in the bill here, or if you repealed the provision in the bill 
I read the other day, the original act of Congress, they would be one, 
and it would be the duty of the Public Utilities Commission of the 
District to allow a return on that combined capital and value of not 
less than 6 per cent, and therefore, of course, the electric light user 
would pay more. 
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The Chairman. Not necessarily? 

Mr. Gardiner. Why would he not? 

The Chairman. Because, under the theoiy of the Public Utilities 
Commission, he is now paying for what he gets, and if the Public 
Utilities Commission still maintained its policy it does not seem to me 
the court would say that the Public Utilities Commission should 
change its policy and charge the consumers of light and power more 
than they ought to pay, but more naturally it would say : " You have 
got to increase the fare of the people who ride on the street cars." 

Mr. Gardiner. Mr. Maples, let us assume that this provision of 
law which I pointed out was not in effect to-day, and that they had 
not only taken over, as they have done, the entire capital of the com- 
pany, but had taken over the chaiiier rights and the franchises of the 
company, and it was to-day, in fact and in law, one company^ — the 
Washington Railway & Electric Co. — supplying electricity to its 
cars and to the public, and furnishing transportation for passengers. 
I take it that would be the effect if you made them one. If that is 
the case, the Washington Railway & Electric Co. would petition the 
commission, if they were not getting 6 per cent, for an increase in 
rates to allow them 6 per cent. 

Mr. BuRDiCK. Could not the commission sav,- " We will allow vou 
to charge 8 cents for a car ride, but we will not allow you to charge 
more than 8 cents for your light "? 

Mr. Gardiner. Yes; I think they could do that if they took an 
arbitrary stand ; but if you gentlemen will do this, I would have no 
fear about what the courts would do if the matter came before them. 

Mr. BuRDiCK. Do you know of any cases where a company selling 
power and selling car rides are allowed to charge a little higher 
rate for the power in order to keep the price of the car ride down ? 

Mr. Gardiner. No, sir; I know of none and I do not believe there 
would be any because if it is all one, and if it had been all one at 
the time the commission was created, you can readily see that they 
would consider the general effect, not individually on the car ride or 
the electricity. That would be the wise thing and the business thing 
to do. 

Mr. BuRDiCK. Yes; but you are actually charging for your light 
and power a little more possibly than cities of the same size in order 
to keep the price of your car ride down to about the standard 
throughout the country. 

Mr. Gardiner. Yes. 

Mr. BtJRDiCK. And you know of no such procedure elsewhere. 

Mr. Gardiner. I do not, sir ; but I will be glad to look into it to 
see if I can find any. 

Mr. BuRDiCK. Of course, it would be the duty of the commission 
to allow the combined company a proper return, but I do not see 
that it necessarily follows that it would be their duty to raise the 
charge for light and power any more than it would be to raise the 
price of the car ride. 

Mr. Gardiner. No; they should raise it all proportionately, of 
course, and equalize the whole thing, which they would do. In 
other words, they would then face it in this wav. They would say, 
" We must not give an increase to the Capital Traction Co. because 
they do not need it and are not asking for it. We must give an in- 
crease to the other company. Now, if we give an increase in the 
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price of the car ride, we would have to give the same increase to the 
Capital Traction Co." 

Mr. BuKDiCK. That is a strong argument for the Washington Rail- 
way & Electric Co. 

Mr. Gardiner. And I am presenting the situation of the Wash- 
ington Railway & Electric Co. They would say, " Therefore we will 
have to do the thing that will cost the people the least money, and 
we will therefore give a little more to the electric light company." 

The Chairman. Inasmuch as the Washington Railway & Electric 
Co. owns the Potomac Electric Power Co., why can not the same 
thing be accomplished just as well by increasing the rate to the con- 
sumers of power and light now ? 

Mr. Gardiner. It can, if the commission will do it; and that is 
exactly what I proposed to do. 

The Chairman. Why can not the commission do it now just as 
well as it could with a consolidated company, inasmuch as it is con- 
ceded that it would be making the consumers of electric power and 
light pay more than the service is worth ? 

Mr. GaIidiner. You can very easily put in your bill language which 
will tell them 

The Chairman (interposing) . I do not see anything to be gained 
from a practical standpoint by consolidation. There is no more over- 
head expense, and the situation is the same now as it would be if 
there was a consolidation. 

Mr. Gardiner. You can put language in your bill which will 
create a condition which will force the public utilities commission 
to recognize them as one and give this increased rate. I do not believe 
the courts would do it now, because they are separate, and the public 
utilities commission, in their discretion, have the right to treat them 
as separate companies. 

The Chairman. We could pass a law which would make them one, 
but it does not seem to me we could go any further than that with- 
out assuming the functions. of the public utilities commission, and 
Congress has not before it facts whicn would justify it in doing that. 

Mr. Gardiner. I think you can by simply setting up the facts in 
the bill, and saying that such and such a condition has arisen here, 
and in order to correct that, so and so is to be done. The commis- 
sion, I ta.ke it, in the face of that, would not dare go against it. If 
they did, I think the courts would then take hold of it. You have 
gone then as far as you can, and have told them what the intention 
of Congress is, and the courts in construing a statute must construe 
it literally as to what the intention of the lawmakers was. Of course, 
the simplest method, and the one that should be followed, and this 
is not suggested in order to get rid of the present public utilities 
commission, but I have advocated this from the time I first went 
there — there should be two separate bodies. 

There should be an entirely different class of men in the public 
utilities commission from the commissioners of the District of Co- 
I lumbia. The work is too much, as I saw it, for the same men to 
handle both positions. Let me give you a little example of that. We 
I can not go out on these street cars and look after these complaints. 
' We can not tell whether the motormen are driving too fast or not. 
, All of our time was consumed with other matters, and in one in- 
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stance I remember that the suburbanites out on the Glen Echo line 
were kicking. 

The Chairman. I am afraid that will get us into a prolonged 
discussion if we take it up. 

Mr. Gardiner. I do not want to take it up, especially, sir, but you 
asked the question. You can do it all in this bill, and while you 
are considering it I would consider the whole thing and settle it 
once for all. It does not take but a few more moments to consider 
that proposition. 

The Chairman. As far as I am individually concerned, I would 
be glad to have you elaborate on that point, but it is now 12 o'clock 
and the committee is anxious to adjourn. 

Mr. Gardiner. The other matters in connection with the bill 
which I had in mind I believe have been covered. I think that is 
about all I have to say unless you gentlemen want to ask me fur- 
ther questions. 

Mr. Benson. Mr. Gardiner, how does the rate charged railway 
companies for their current compare with the cost? ^ 

Mr. Gardiner. The rate which the electric-light company is charg-^ 
ing to the railroad company now I think is less than it costs the 
electric-light company, so that by that means they are assisting in 
doing the very thing I suggested, except it is not broad enoug:h. 
In other words, they made a contract years ago between the rail- 
road company and the electric-light company by which the electric- 
light company agreed to furnish electricity to the railroad for a 
certain sum. 

Mr. Benson. Let me ask you one other question. I am firing in 
the air on this. 

Mr. Gardiner. Go ahead, sir. I am here to do the best I can and 
give you such information as I have. 

Mr. Benson. If the Electric Light & Power Co. and the Wash- 
ington Railway and Electric Co. were allowed to consolidate, would 
it be possible then, in view of its being One company, for no charge 
to be made for current to the railway company and then for the 
rate to the consumers to be fixed on the basis of what is a reason- 
able rate, in-espective of the return to the power company? 

Mr. Gardiner. Oh, yes; that might be done, but if they were all 
one, they would be furnishing the electricity and the effect of a 
merger would be just what you are getting at. 

Mr. Benson. In other words, the consuming public of electricity- 
have no complaint if they are charged what would be a reasonable 
charge in cities of like size, and with like conditions, even if the 
railway company did get its power as a sort of by-product. 

Mr. Gardiner. No, sir; they could not complain; of sourse not. 
If a combination is an advantage to a community, the community 
would have no objection to it, I take it. 

Mr. Benson. That is what I am thinking about. Under those con- 
ditions you say they would be able to reduce the car fare or hold it 
where it is now ; that is, by fixing the rate, say, at 10 cents as the 
maximum for electricity. 

Mr. Gardiner. That could be arranged. Of course, those are the 
details for you gentlemen to work out, but when j^ou put them to- 
gether, they are one, of course, and the whole combination would be 
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one and they would be furnishing electricity to themselves, 1 take 
it, without any charge. If it is all one, it is one, and the company 
would be making its electricity and furnishing transportation and 
charging the public for them. 

Mr. Benson. I wonder if you can give us any authorities along 
that line? 
•Mr. Gardiner. I will be glad to see if I can, sir. 
(The committee thereupon adjourned until Tuesday, February 10, 
1920, at 10 o'clock a. m.) 
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OF COLUMBIA. 



Committee on the District of Columbia, 

House of Eepresentativbs, 
Tuesday^ Februaary 10^ 1920, 

The committee met at 10 o'clock a. m., Hon. Carl E. Mapes (chair- 
man) presiding. 

The Chairman. Mr. Ham, we interrupted your statement the other 
day, and the committee would be glad to have you resume your 
statement now. 

STATEMENT OF MB. WIIXIAM F. HAM, PBESIBENT OF THE 
WASHINGTON EAILWAT & ELECTBIC CO.— Besunied. 

Mr. Ham. Mr. Chairman, I wish to make a correction in one state- 
ment I made in my former testimony in which I stated that no 
dividends had ever been paid by the Washington & Eockville Rail- 
way Co. I find that for a short period this company did pay a 
dividend, some j^ears ago. During the entire period that the Wash- 
ington Railway Co. has owned that company we have received 
dividends of $38,750, being equal to 14 per cent on $275,000 worth of 
stock, or something like three-fourths of 1 per cent per annum. 

There was also a little colloquy between Mr. Gardiner and myself 
as to the results of operation in Boston. I have a letter from the 
Boston Elevated dated February 3, 1920, addressed to me, in which 
it is stated, " Our passenger earnings for the month of January show 
a gain of $614,925, or about 28.1 per cent. This is on the basis of a 
10-cent fare this year compared with an 8-cent fare the previous 
year. The month of January has, however, been with us the most 
severe one we have had for many years ; not only has the temperature 
been much lower than the average, but there has been a very large 
fall of snow." It is signed by the treasurer of the company. This 
was in answer to Mr. Gardiner's statement that when the fare was 
raised above 5 cents it caused such a reduction in traffic as very 
frequently to cause the companies to go back to the 5-cent fare. As 
a matter of fact, there are very few cities now of size where there is 
a lesser fare than 7 cents, and as I stated at that time and as this 
letter demonstrates, the fare in the 10-cent cities is yielding a satis* 
factory result so far as traffic is concerned. 

I do not think the record is very plain up to the present time as tc 
the exact track mileage of our company and its subsidiary compa- 
nies, and I would therefore like to read into the record the mileage: 

Washington Railway & Electric Co., within the District, 97.1 
miles; Maryland, 6.4 miles; a total of 103.5 miles. 
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City & Suburban Railway of Washington, within the District, 
22.9 miles ; within Maryland, 18.7 miles ; a total of 41.6 miles. 

Georgetown & Tenleytown, within the District, 8.5 miles. 

Washington Interurban, within the District, 2.9 miles; within 
Marlyland, 5.6 miles ; a total of 8.5 miles. 

Washington & Eockville, within Maryland, 14.4 miles. 

This makes the aggregate of the Washington Railway & Electric 
Co. system, within the District, 131.4 miles; within Maryland, 45.1 
miles; a total of 176.5 miles. 

I will now state the mileage in the District as divided between 
underground and overhead: 

Sixty-four and one-tenth miles of underground ; overhead trolley, 
67.3 ; a total of 131.4. 

This compares with a mileage of the Capital Traction Co., within 
the District, 48.6 miles of underground and 15.4 miles of overhead; a 
total of 64 miles. In Maryland, 5.6 of overhead, making the total 
of the Capital Traction 48.6 miles of underground and 21 miles of 
overhead, or a total of 69.6 miles. 

I do not think the difference in the two companies has been, per- 
haps, fully explained to the committee, and with that purpose in 
mind I have brought here a map which was prepared originally 
by the public utilities commission showing the density of popu- 
lation. Each dot on that map indicates 50 people. The lines in 
red indicates the lines of the Washington Railway & Electric Co. 
system, and the lines in yellow are those of the Capital Traction 
Co. It will be seen that the lines of the Capital Traction Co. lie 
wholly within the densely populated parts, with the exception of 
two lines, one running to Chevy Chase and the other, the Four- 
teenth Street line, which is fairly well populated out to this point 
[indicating] , but from there on having a comparatively light density 
of population. On our line beginning here [indicating] we have 
a line that runs out to Glen Echo. The population there is very thin. 
This is the Tenleytown line, running through very thin territory. 
This is the Massachusetts Avenue line, with no population at all 
to speak of. This is the Brightwood line, running to the District 
line at this point, with Takoma Park here [indicating] and Soldiers' 
Home here. This is the City & Suburban line running out to 
Brookland, and this is the City & Suburban line out to Maryland 
points. Mount Rainier and beyond. This is the Washington Inter- 
urban line and the Benning line running to Kenilworth and the Dis- 
trict line. This is the line running to Anacostia and to the steel plant. 

The Chairman. What is the settlement there on Massachusetts 

Avenue? . 

Mr. Ham. That was when the camp was out there. That condition 
does not exist at this time. Camp Leech, I think it was. 

Including our traffic within Maryland we haul 5,000,000 more 
passengers than the Capital Traction Co. Within the District the 
passengers carried are practically the same. In other words, we 
haul 6 per cent more pay passengers than the Capital Traction Co., 
but in order to do that we operate 34 per cent more car miles. We 
have 176 miles of track as against 69 of theirs. We own 457 cars 
actually equipped for operation against their 339. Our pay passen- 
gers per car mile are 7.08 while theirs are 8.90, a difference in per- 
centage of 20 per cent. 
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The Chairman. Just what is meant by that? 

Mr. Ham. That is the total number of passengers divided by the 
number of car miles showing how many pay passengers you have for 
every car mile that you operate; that is, every time you operate a 
car 1 mile. That is the unit usually used in determining expenses. 

The Chairman. Does that have anything to do with the number 
of miles each passenger rides? 

Mr. Ham. les; indirectly it reflects the length of the haul. Of 
course, no one can look at that map without becoming convinced 
that on the average the Washington Railway System has a very 
much longer haul than the Capital Traction Co. because their lines 
are shorter. They are in the densely populated sections of the city 
where people ride a short distance and get oflF, whereas our traffic is 
of a different character. Ours is that of people who live and have 
their homes in the less populated parts of the District and in Mary- 
land, called sometimes the suburban parts. Of course, we have good 
city lines just as that map plainly indicates. Many of our red lines, 
as you see there, are right through the densely populated sections 
and through the very best business streets of Washington, but it is 
because of this weight that we have in carrying this suburban mile- 
age that we believe our present difficulties are due. 

Now, again to show the density of traffic, the number of passengers 
per annum carried per mile of single track; that is, to show how 
many more they haul to each mile of track, the Capital Traction Co. 
hauls 1,210,000 passengers whereas we haul 507,000. It is not only 
in these physical characteristics of track but it is in the character of 
the service that we perform, that there is a great difference. It is 
well known that residential service is one where the flow of traffic is 
in one direction in the morning and in the opposite direction at 
night, with very little traffic during the nonrush periods. 

The question was asked by one member of the committee as to 
whether we put on additional cars for this rush service. I do not 
know where you can find a city that is put to a greater burden in 
handling the rush travel than Washington, because as Commissioner 
Brownlow explained, of the very short period of the peak of travel 
due to the hours of the departments being practically uniform. 
This system operates as a base headway in the nonrush hours — 137 
cars. In the morning rush we operate 340 cars, and in the evening 
rush 360 cars. I think from that you can grasp the difficulty of 
the proposition that we haive in maintaining equipment which is 
used only for a very brief period of the day, and also the very great 
difficulty that we have in bringing about satisfactory wcirking con- 
ditions for our employees, because it stands to reason that you can 
not have men permanently employed who will work only an hour 
in the morning and an hour in the evening, and we are driven to 
every possible expedient to so arrange our runs as to give reasonably 
satisfactory working conditions, and at the same time attempt to 
give the service which is needed to carry this enormous traffic night 
and morning, when in the middle of the day the traffic is extremely 
light. 

In this respect there is a great difference between ourselves and 
the Capital Traction Co., because it is typical of residential serv- 
ice or suburban service. When you come to a service which is in 
the more congested patrts of the town — and we have lines of that 
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kind-*-it is found from actual experience that there is not this §reat 
variation in the load between the nonrush and the rush periods. 
I could take one of our lines which is a strictly city line, although 
serving a residential community, the Mt. Pleasant line, and I could 
show you that the change between the nonrush and the rush period 
is not as pronounced as m a strictly suburban section. 

Again, to show you the problem which confronts us, I have taken 
one typical line which goes through a very good business street, 
Ninth Street, down past the market. It extends on the north to 
Briffhtwood and on the south to Anacpstiau In the half hour from 
8 o'clock to 8.30 we haul 1,052 people; in the next half hour we^ 
haul 1,517 people. These are averages of three successive days. 
Only an hour later, from 9.30 to 10, we haul only 223, showing 
that it has dropped from 1,517 to 223, and you will find that situa- 
tion throughout the nonrush period, becaiuse both during the day 
and late at night the traffic is extremely light, whereas we have 
this enormous volume to handle and the service to be provided. 
Now, that same condition is manifest in the evening. From 2.45 to 
3.15, in the nonrush period, we are hauling northbound 310 people 
in half an hour, whereas between 5 and 5.30 we haiul 1,843 people. 
These figures are taken from actual counts of passengers on the cars. 

I was very much gratified at the words that were spoken by both 
of th6 commissioners as to their being satisfied that both companies 
had made every effort recently to give service. It is the truth, so 
far as we are concerned, and I believe equally so with the Capital 
Traction Co., and it was said that the condition of our companies 
was one of location. That is fundamentally true and can not be 
changed for some time in the future. I do not doubt that some time 
in the future, as Washington grows, as the companies are now laid 
out, we will benefit more largely from the growth of the city than 
the Capital Traction Co., becase our roads, without additional con- 
struction, are so located that there is the possibility for great ex- 
pansion, whereas in a line which is already densely settled there 
is not that same opportunity. 

Col. Kutz spoke of one other reason as influencing the success of 
the two companies, and that was in the question of popularity ; 
that the Capital Traction Co. was, apparently, a more popular com- 
pany than the Washington Railway & Electric Co., and, as he stated, 
it might have resulted from a strike that occurred in 1917. I would 
not deny that there has been a difference in the popularity of the 
companies, but I believe that that condition has largely disappeared, 
and as evidence of that, in the year 1919 we gained in pay passen- 
gers carried within the District of Columbia 15 per cent. The Capi- 
tal Traction Co. gained slightly under 7 per cent. So that, if we 
judge by increase of travel as between the respective companies, it 
does not indicate that at the present time we are unpopular. I really 
believe that there is a large part of the community who feel that 
the Washington Railway & Electric Co. is entitled to support, per- 
haps, because it is the under dog in a pretty hard fight. 

Now, gentlemen, it is hardly necessary to go into the details of 
the difference in conditions under which a company is operating 
at the present time and before the war, but we have heard at times 
the statement that Washington had expanded very greatly in that 
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length of time, and that we had enjoyed a very great gain in receipts, 
and that that would compensate for the additional expenses to which 
we have been put. That is not the fact. Making a comparison of 
our gjross receipts of all our railways in 1919 with 1914, notwith- 
standing the fact that we have increased rates in 1919 as compared 
with 1914, we have an increase in gross of 79 per cent, and for the 
same length of time we have an increase in expenses of 153 per cent. 
We have also, outside of that expense, an increase in capital ex- 
penditures which calls for an increase in the interest charge of 
$60,000. The result is that we have $535,000 less net income in 1919 
than we had in 1914 with which to meet interest charges which are 
$60,000 greater than they were in 1914. 

The first thing which brought about the absolutely serious condi- 
tion with our companies was the fact that the National War Labor 
Board, having been appointed by the President of the United States 
and being under the Department of Labor, in regulating wa^es for 
employees in industries which were essential to the prosecution of 
the war, decided that street railways were essential industries, and 
early in 1918 they heard cases from a number of cities where the 
employees demanded increased wages. 

These cases were decided along some time in the summer of 1918 
and called for what might be termed revolutionary increases; not 
ordinary increases but extraordinary increases. At that time both 
the companies in Washington, which was very much congested, were 
unable to employ a sufficient number of men. We both saw the neces- 
sity of meeting the scale of wages which had been fixed by the War 
Labor Board for cities of comparable size and we went to that scale. 
We immediately went before the Public Utilities Commission for re- 
lief. We asked for a 5-cent fare and we got it rather promptly. 
They tacked on to that, however, a provision for a free intercom- 
pany transfer. Since that time we have been persistently knocking 
at the doors of the commission for further relief. It has been granted 
insufficiently and inadequately. The result is that in the year 1919, 
notwithstanding the fact that from the beginnig of the year to the 
end of the year we were constantly before the commision asking for 
necessary relief and proving the necessity for that relief, we oper- 
ated for less than 2 per cent return upon the value of the property of 
the company as fixed by the Public Utilities Commission itself. 

Our wages are up about 125 per cent as compared with the condi- 
tion before the war, some departments a little more. than that and 
some a little less. We were given a relief in the form of 7-cent fare 
or four tickets for 25 cents, effective November 1, and since that time 
we have only two months of complete operations on which to arrive 
at conclusions as to the result under that rate of fare. We have sub- 
mitted these facts to the commission and asked for further relief. At 
the present time we are earning, according to our figures, and the 
commission has had over one month in which to demonstrate their 
inaccuracy, if they are inaccurate, and we welcome such an investi- 
gation ; we are earning less than 3.5 per cent, nearer 3.25 per cent, on 
our properties within the District of Columbia upon the valuations of 
the commission. Now, I think it is manifest that a company can not 
go on 

The Chairman (interposing). How does the number of passengers 
carried compare with the number carried before the increase. 
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Mr. Ham. We are gaining all the time. There is an increase in the 
number of passengers. 

The Chairman. Are you hauling more passengers now at the 7- 
cent fare than you were hauling at the 5-cent fare? 

Mr. Ham. Yes. A year ago we had a 6-cent fare, but that is 
not the only thing, Mr. Mapes, to be taken into consideration. We 
are rendering very much better service. We are operating more 
cars, operating a greater volume of service, and rendering a more 
satisfactory service than we were a year ago, which is one of the 
reasons for having increased revenue, but it is offset by very greatly 
increased expenses. 

The Chairman. Was there any falling off in passengers when the 
fare was increased? 

Mr. Ham. Yes; manifestly. I do not know whether I have 
those " 

The Chairman (interposing). Did I understand you to say there 
has been an increase in the number of passengers over the number 
carried at the time you had a 5-cent fare. 

Mr. Ham. An increase over a year ago, but a decrease as com- 
pared with the period immediately prior to the time when the in- 
creased rate went into effect. 

I have taken the liberty of sending to each member of the com- 
mittee, and it is not necessary to have it in the record, a copy of our 
last annual report, which I want to refer to, showing that taking all 
of our companies, including the Potomac Electric Power Co., we 
earned in the year 1919 less than 2 per cent on our stock. 

The Chairman. Do you mean on your stock or on your valuation ? 

Mr. Ham. On our stock, because that is based on our Maryland 
operations, District of Columbia operations, and the Potomac Elec- 
tric Power Co. included. We have never had any valuation of our 
Maryland railway property. 

We come now to this bill. The position of the commission is that 
the fare on these two companies in the public interest should be the 
same. I am in harmony with that view. If you are to have a flat 
rate fare, I believe it is in the public interest that we have the same 
rate applying on both companies ; not only for the good of the com- 

Eanies, but for the good of the community, because it would be a 
ad way of running the whole street railway business here to have 
one company overburdened with traffic and another company, al- 
ready doing a smaller share of business, doing even less, because its 
rate of fare was higher than that of the more prosperous company. 

The commission has ruled against measured service, known fre- 
quently as the zone system. We have advocated that as one of the 
means of overcoming the difference between these two companies. 
They have turned that down, although expressing the view that it 
was, in some circumstances, desirable, but they turned it down be- 
cause it was unpopular. They have also turned down the proposi- 
tion that we should secure through the Potomac Electric Power Co. 
anything more than what the commission feels is a fair rate of return 
upon the fair value of that property as fixed by them. That propo- 
sition, I do not think, has ever been noted as being unpopular in 
the mind of the public; at least, there has been no indication that 
that system of relief will be unpopular. In other words, they turn 
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down one system because it is unpopular, and turn down the other 
method of relief, because, while not unpopular with the public, it 
ie unpopular with them. 

The Chairman. Is this zoning system or measured-service sys- 
tem in eflfect in other cities to any great extent? 

Mr. Ham. Yes; in quite a number. of cities. There have been 
some notable failures and some examples where it has worked satis- 
factorily. 

The Chairman. Can you give us some examples where it is work- 
ing? 

Mr. Ham. The most recent example is in the Connecticut com- 
pany, and Providence, B. I., I think, has the zone system. 

Mr. Woods. Is there reason against it that you know of except 
that it seems to be unpopular ? 

Mr. Ham. Yes ; I think that is a very good reason. You have to 
take into consideration that communities have been built up on the 
basis of unit fare, and it does, unquestionably, work to the hardship 
of a suburban community to have its rate of fare increased. Fur- 
thermore, as I will later point out, the very purpose of the consolida- 
tion of these companies into the Washington Railway & Electric 
Co. was that the stronger companies should carry the weaker ones. 
I would regard those objections as grave objections to the zone sys-, 
tern, but I do not think they are sufficient to bring about the condi- 
tion that now exists in Washington. 

The Chairman. Would there be any marked tendency on the 
part of the people to stay within the first zone if the zone system 
were in effect ? 

Mr. Ham. I do not think there would be a marked tendency. I 
think there would be some tendency, but you have to take into con- 
sideration so many other elements of cheap land and desirable homes 
and fresh air, and so forth, that they would weigh the advantages of 
one against the increased car fare. Of course, that is one of the stock 
arguments against the zoning system, that the zone system brings 
about congestion, and whenever they compare American conditions 
with European conditions, they show the congestion of European 
cities under the zone system as compared with the expansion of 
American cities under the unit-rate system ; but it would be a very 
sensible way of overcoming the difference between these two com- 
panies because of the fact that it would affect only 2 lines of the 
Capital Traction. Co. whereas it would possibly affect 10 of ours. 

The Chairman. Let me ask you another question right there. I 
do not want .unduly to interrupt you. Is there anything to this 
proposition ; a great deal of your trackage being in the congested part 
of Washington and in order to make up a reasonable return on your 
property in the outlying districts with a zoning system in operation, 
you would have to charge a very stiff fare to people who live outside 
of the congested district, whereas the great bulk of your income 
would come from the people who live in me populated part of Wash- 
ington ? 

Mr. Ham. I am not sure, Mr. Chairman, that you can overcome all 
the difference between the two companies in that respect. I would 
not be in favor of putting a stiff fare in the second zone. I would 
not be in favor of making it an unreasonable charge, and those people 
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would still be getting their service below cost, but, to some extent, 
this difference between the companies could be equalized by the 
adoption of a reasonable zone charge. 

The Chairman. I am asking this question because I do not know 
how much of your business consists in the business of these outlying 
territories. If you had any. appreciable difference in your income 
that was due to the small passenger fare that you get in these out- 
lying districts, it seems to me you would have to raise the fare which 
they pay very materially? 

Mr. Ham. I think if you intended to overcome the whole differ- 
ence, you probably would, because it would be very difficult to put 
the rate of fare on these suburban lines up to a point where they 
would really be paying the cost of the service, and, of course, if you 
put your rates too high, you will simply destroy your traffic, but I 
simply make the statement that a portion of the difference between 
these companies could be made up through a reasonable zone system. 

The Chairman. Is it your idea that even at the most the people 
who live in these outlying districts would not be paying the cost of 
the service? 

Mr. Ham. I believe that at the present cost of performing the serv- 
ice you would jSnd it very difficult to get a rate of fare on these subur- 
ban lines where you would get paid for the service you render. 

The Chairman. And you do not think it would be practicable to 
make the fare enough to require them to pay the cost of the service? 

Mr. Ham. No; and I base that statement upon experiences else- 
where, where in strictly suburban roads the difficulties they have to- 
day is to exist at any rate of fare, and that is why in many com- 
munities there is this disposition manifest to aid those companies 
through some form of public contribution, either .from the munici- 
pality or through relief from taxation, or by direct contribution by 
the State, as is done in some places. 

Mr. Wheeler. Mr. Ham, would there be any additional expense 
to your company if you adopted the zone system? 

Mr. Ham. Not with the kind we have proposed to put in. There 
has been a very extensive and unsatisfactory experiment made with 
the zone system in New Jersey, and Mr. McCarter, the president of 
that company, admitted or stated that it was the greatest blunder of 
his business career in putting into effect that zone system of fare, 
but the kind we have proposed here is simply the same kind of a zone 
system we have on our present lines operating in Maryland. 
" Mr. Wheeler. Would you have the people who got on your cars 
in the first zone simply ride to the end of that zone and then trans- 
fer? 

Mr. Ham. No, sir; the car would keep on moving. 

Mr. Wheeler. Then you would have difficulty in collecting that 
extra fare, would you not? 

Mr. Ham. No; the car would keep on moving. 

Mr. Wheeler. Would you not have to collect the additional fare? 

Mr. Ham. Yes ; when they crossed that zone. 

Mr. Wheeler. Would not that require additional help? Do 'you 
think the people would naturally walk up and voluntarily drop the 
cent or two cents extra in the box ? 

Mr. Ham. They would pay the fares or they would be put off, one 
or the other. 
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Mr. Wheeler, It seems to me that would be very difficult. 

Mr. Ham. No; we do that all the time in the law-abiding State 
of Maryland, and we do not have any trouble out there with the 
Marylanders at all. 

Now, whether there should be relief granted through the zone 
system or through the Potomac Electric Power Co., as has been 
suggested and maintained by us, it is apparent that that is not the 
attitude of the public utilities commission. The attitude of the 
public utilities commission is that relief should not come from 
either of those methods, and that relief is to come in some other 
fashion. That there is to be a uniform rate of fare and that the 
companies can not operate with the same rate of fare is manifest 
from what I have stated this morning, and therefore we turn, or 
they have turned, to equalization through taxation. 

I have stated our views with reference to the justice of relieving 
us from the burdens of taxation in the form oi special policemen 
and in the 4 per cent tax on gross earnings which constitute a fran- 
chise tax. Those two things at the present time would save us 
about $274,000 a year. 

Mr. Johnson. What percentage is that on your valuation as fixed 
by the public utilities commission? 

Mr. Ham. That would be about 1^ per cent. 

Mr. Wheeler. If you were relieved of that burden, then, your 
earnings would be about 5 per cent on your valuation as set down 
by the public utilities commission. 

Mr. Ham. Yes; it would be about 5 per cent. I have also stated 
that we should be relieved from the burdens of paving. 

We come now to the other feature of this bill, which is that this 
Tjurden of taxation shall be placed upon 

Mr. Johnson. Mr. Ham, before you leave the subject of being 
relieved of the burden of paving', if vou were relieved of the burden 
of paving, what percentage would that increase your net earnings. 

Mr. Ham. That would mostly be not a relief upon our net earn- 
ings, but upon our capital account, because the paving I am speak- 
ing of is particularly new paving or an improved type of paving. 
For instance, we may have out in the country on many of these 
lines a very decided second-grade kind of paving. TRe District 
comes along and wants to improve that street, and says, " We will 
put down macadam or we will put down blocks, or whatever it is," 
and the costs are tremendous. That is a burden that does not go 
against our expense account but goes against our capital account. 

Mr. Johnson. But you do have a burden which goes against your 
expense accoimt, that of repairing the streets that are already in 
existence. 

Mr. Ham. Yes; but I have not maintained that we should be 
entirely relieved of the cost of maintaining pavements. I think 
there is a question there as to what would be the proper limitation 
to draw between what should be paid by the company and what 
should be paid by the mimicipality. Some costs of paving I would 
say, without doubt, is the part of the company to meet. For in- 
stance, if we have to repair joints or do track work it stands to rea- 
son we ought to put the paving back in the same condition it was in 
before we did that work. If we have to replace ties 
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Mr. Johnson (interposing) . What position do you take as to the 
reasonableness of your liability to repair the streets on each side of 
the rail where the street is damaged by the vibration of the heavy 
steel cars that are now in use. 

Mr. Ham. Well, that can be looked at from two angles. It might 
be that the company should be entirely relieved from that, but I 
do not go quite as far as that. If we are putting additional expense 
upon the District of Coulmbia through the operation of our cars, I 
would not maintain that we should be relieved from that paving 
expense, but where the District of Columbia places upon us a bur- 
den which is not for our good at all, but for the good of the Dis- 
trict, then I say we should be relieved of that burden. 

Mr. Johnson. Relieving you of taxes is almost equal in equity to 
relieving you of street repairs, is it not? 

Mr. Ham. Well, it is a form of a tax. As I see it, it is a tax 
upon a value of a franchise which at the present time is not yield- 
ing any return. The commission has excluded in its valuations 
everything that even suggested a franchise value, and yet we are 
being called to pay a franchise tax. That, it seems to me, is incon- 
sistent. If the commission was allowing us the value of our fran- 
chise in these valuations and we were permitted to earn some rea- 
sonable return upon those, it would be a different proposition. But 
I can not see where there is any consistency in the District of Colum- 
bia saying in one breath that there is no value to a franchise and 
then turning around and charging .us $215,000 a year for that fran- 
chise. Of course, when the courts get through with it there may 
be a value to the franchise, but up to this time there has been no 
value allowed for the franchise, and we are living in a condition 
now where it is almost impossible for us to get the relief we are 
entitled to because there is no means of our getting speedy relief. 
Here is a commission which says, " You are entitled to earn a rea- 
sonable return upon the value ; " but we do not know how to get 
relief through the courts, because by the time we could get the 
relief which we know we could get if we could get before the courts, 
our roads would be disrupted. It is simply that the commission does 
not give us the relief which they say is the least we are entitled to 
have. 

Now, coming to this bill, which contemplates placing upon the profit- 
able companies the burden of taxation which they do not now have 
to bear, I think that is a very reasonable plan of taxation. It is one 
that has been commented upon favorably by Mr. Clark, a member of 
the Interstate Commerce Commission. I do not know just how the 
railroad bill is going to come out of Congress, but it seems to be some- 
what similar to the provisions of that bill. 

Mr. Clark, of the Interstate Commerce Commission, stated that : 

The only way the prosperous roads can be afforded real relief is by fixing a 
limit on the amount which the more prosperous roads may return on their 
earninK« under the established rates. Some say that it is unconstitutional, but 
I do not see any great difference in principle between that proposition and the 
p<^licy we have been pursuing in other directions. For example, w^e have been 
ctUlecting excess-profits taxes on the one hand and lending money on farm loans 
tin the other hand, or we have been collecting income taxes and burdening the 
txnnpanles with the amount of the income. 
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The Chairman. We have not guaranteed anybody a certain in- 
come. 

Mr. Ham. In the railroad bill? 

The Chairman. In our general legislation. 

Mr. Ham. Yes, you have; that is just the point. 

The Chairman. When we are levying taxes we tax the income, but 
we do not say that every man shall be guaranteed a certain income. 

Mr. Ham. No. That is what you said when you passed the public- 
utilities act. That was the direct mandate you used to the Public 
Utilities Commission. 

The Chairman. I was answering Mr. Clark's statement there. I 
was going to ask you whether you think it is the duty of Congress to 
guarantee to your road a certain return on its money put into it, or to 
any railroad, assuming it has made a bad investment, and that the 
traffic can not pay for itself, as you have said ? 

Mr. Ham. Just as long as you want that road operated. If you do 
not want it operated, say so; but if you want it operated, the Dis- 
trict Commissioners have said it is in the public interest that the 
roads be operated. I say Congress itself has directed the Public 
Utilities to fix reasonable rates, and it is their obligation to fix rea- 
sonable rates. Those are the words of your act, which you gentle- 
men yourselves passed. 

The Chairman. Say the commissioners find a certain situation 
exists ; that is, that the lines were put there, not by the commissioners 
but by voluntary capital, on the theory that unquestionably it would 
be a good investment and the investment turned out to be bad, do 
you think it is the duty of Congress to make it good? 

Mr. Ham. I say again as I said before, if you want to have those 
roads operated, then they must be given enough to live on, because it 
stands to reason that if they are not going to be given enough to live 
on they are not going to be operated, and it is a question of what is 
in the public interest. Furthermore, these were not bad or injudi- 
cious investments. There has been no claim that they were bad in- 
vestments, but simply by virtue of the circumstances they can not 
do business to-day for the rate of fare that they could do businesjs 
on a few years ago. 

The Chairman. Do you think that your lines running out into 
the suburbs on which you run one car an hour should be guaranteed 
the same return on the investment as a line down in the heart of the 
city where the cars run every two or three minutes, without any 
reference to the service ? 

Mr. Ham. No ; possibly they should not have exactly the same as 
the poorer companies, and yet the poorer company, for the good of 
the public, has got to be operated. It would be a catastrophe for the 
District of Columbia and Maryland if these companies should cease 
operations. I say as long as a company should be operated for the 
good of the community, the company ought to have enough to live 
on. A man can not work if he has not anything to live on. 

Mr. Johnson. A demand for increased wages is on that theory. 

Mr. Ham. Absolutely ; they have to have their increase in wages, 
and it would be an injustice to deny them a reasonable increase when 
the cost of living has gone up. And our cost of living has gone up, 
and we do not expect to get an increased rate commensurate with tne 
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increased cost. But I think we have been reasonable in demanding 
enough to live on, and that is all we want. If we have enough ta 
live on we will pass through this period and some day will emerge in 
such a way that Washington will be very glad that the integrity of 
this system was maintained, because we have in the past rendered a 
very valuable service to the District of Columbia in developing 
it and giving it a unified system of street railways and of power- 
plant operations, but I think this expenditure, profitable to the com- 
pany, was more profitable to the commimity from 1900 down to a 
year or two ago 

This particular part of the law, in my judgment, is unduly dras- 
tic. I would thing it was entirely unreasonable and unjust to a 
profitable company to begin taking away their net income at any- 
thing like 6 per cent. I think it would be a very serious matter for 
every utility company operating in the District, and I believe for 
every public-utility company operating. within the United States, 
for Congress to annoimce the doctrine that when such a company 
had earned 6 per cent on its valuation that 50 per cent of its income 
between 6 and 7 per cent was to be taken away from it and devoted 
to public use. I think, in any event the taxation should not begin 
until you have reached at least 7 per cent, and if you begin it at T 
per cent it should be begun at a smaller percentage than 50 per cent. 
You do not want to have two companies here poor and unable to 
properly function. Such a provision as that would absolutely crip- 
ple the Capital Traction Co. and destroy their credit. When a com- 
pany has been granted additional revenues simply to bring about a 
cure for a strictly local situation there is no injustice in taking away 
from them that earning which has been given to them simply to keep 
the other company in a position to properly serve the community. 

Now, I want to come down to the Maryland situation. I read 
to this committee a suggestion I had made in the annual report that 
any merger which was to take place must include the Maryland 
lines. The chairman of the commission stated before this committee 
that there was no intention to exclude the Maryland lines. But 
those companies that are to be consolidated should be specifically 
mentioned in this act. As the act is worded now it would exclude 
one of our companies, the Washington & Kockville, which is char- 
tered under the laws of Maryland and does not operate within the 
District of Columbia. The act should be specific in stating just what 
companies are intended to be merged. 

.But beyond that the conditions under which the Maryland com- 
panies are to come in must be protected. In the first place, how are 
they to be valued? Certainly, if these companies in Maryland, 
with 45 miles of track, are to come into a merger they must have a 
value put upon their properties. That value must b^ fixed in some 
fashion. It may be it is intended that this act should give the 
Public UtUities Commission of the District of Columbia the right 
to value the railroad properties within the State of Maryland, but 
the bill does not say so. If it is the purpose of the bill to give the 
Public Utilities Commission of the District of Columbia the right 
to value the Maryland railroad properties we ask that we be given 
the same right of appeal that we have under the public utilities 
act, because we would not like to have the Public Utilities Commis- 
sion as the final arbiter of the value of our Maryland properties. 
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Another point is how are these Maryland lines to live either under 
the present proposition, which the commission has announced, or 
under the proposed merger, which begins to tax the earnings of the 
companies as soon as they receive a 6 per cent on the valuation 
of their property within the District of Columbia. 

We nught as well concede that the Maryland lines of our system 
are operated at a loss. It is true of the suburban lines within the 
District, recognized by the Public Utilities Commission as being 
true, and they are perfectly willing in the case of the District sub- 
urban lines that those lines should be supported by the more profit- 
able down-town lines. 

But when they come to the Maryland end of the proposition they 
say that they do not think that is properly chargeable against the 
District operations. When we come to this invisible line out in 
the country, which you do not know is there by visiting the ground, 
you find that the commission draws a line and says at this point no 
part of the profits of the District companies there should go for the 
support of the Maryland lines. 

In the first place, you can not make an absolute distinction as to 
just what is a Maryland operation, a Maryland income, and a Mary- 
land expense. These companies are all tied in together. True, we 
do attempt to allocate our revenues and expenses for the informa- 
tion of the commission, but that is not exact. For instance, we 
have an amusement park at Glen Echo, which is in Maryland, and 
when a passenger rides from Washington to Glen Echo Park we 
credit one of his rides to the District and one to Maryland. As a 
matter of fact, if we were not maintaining that park in Maryland, 
the man would not have ridden at all. Not only would there have 
been no Maryland earnings, but also no District earnings. In the 
case of commuters coming from Maryland into the District we have 
a specific rate fixed by the Interstate Commerce Commission. A 
man rides in one zone through Maryland and we credit the Mary- 
land company something like 2 and a fraction cents, and in the 
District he is credit with 6 J cents. Therefore you can not absolutely 
decide just what each has contributed to the common fund. And 
it is a common fund and was made a common fund by Congress 
itself. 

This, gentlemen, is a departure from the work that Congress, 
through its committees, announced as the principle on which the 
Washington Railway & Electric Co. should be built. The commis- 
sioners, now, 20 years after, say no, Maryland has to support itself, 
notwithstanding the fact that we were, in terms, permitted to take 
into our system at that time three Maryland companies, and the words 
of Congress were that the object of this consolidation was that the 
profits of the profitable companies should go to the upbuilding of 
the unprofitable companies. And the commission sticks to that prin- 
ciple so far as the railroads within the District of Columbia are con- 
cerned, and now, as I understand — and I do not want to misquote 
Col. Kutz — ^but I understood him to say he was not prepared to 
say that he believed that now the District lines should support the 
Maryland lines. But they have got to be supported and as a system 
we are entitled to have a reasonable return upon the value of our 
property wherever located, whether in the District or Maryland^ 
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and if it is necessary for Congress to announce again the principle 
on which our company should go forward, as it did in 1900, for 
the guidance of the commission, I wish they would do it. 

Mr. ZiHLMAN. Does not an exactly similar situation exist in many 
cities where street car lines go beyond the city limits and into the 
counties? Do not the public-service commissions in those States 
recognize the fact that those suburban lines are feeders to the city 
line and allow them a return on their entire property without draw- 
ing this imaginary line between the county and the city ? 

Mr. Ham. I should say so; absolutely. You could never get devel- 
opment, or what we are looking for, which is the development of a 
community, except on the theory that the temporarily profitable part 
will carry the unprofitable part until the unprofitable part eventually 
becomes profitable, when it in turn can carry some other unprofitable 
part. That is the system of feeders, and we have feeders of steam 
railroads which do not earn enough to begin to pay, but yet they 
become feeders of the trunk line. 

That is the theory here; either we have got to have money to sup- 
port this system or it has got to go into its component elements. I 
do not think there can be any question as to the wisdom of the 
decision of the commission that this system should be held together ; 
but I see this great difiiculty as regards the Maryland lines. 

Now, the commission says that somehow or other these Maryland 
lines are going to be continued. The owners may not get much out 
of them, but somehow or other they are going to be continued. I 
do not share that confident belief of the commission, gentlemen. It 
is a fact that the electrical railroads throughout the country are 
being abandoned. 

The Chairman. What jurisdiction has the Public Utilities Com- 
mission of the District of Columbia over the roads in Maryland ? 

Mr. Ham. I do not think the Public Utilities Commission of the 
District of Columbia has jurisdiction ; but Congress has. 

The Chairman. They are under the control of the Maryland au- 
thorities now? 

Mr. Ham; They are under the control of the Maryland authorities 
and the Interstate Commerce Commission. Whatever the powers 
the Interstate Commerce Commission has over those companies is 
received from Congress. Congress itself has equal power over them. 

The Chairman. Do you think Congress has any power to regulate 
interstate traffic? 

Mr. Ham. It has the power to regulate interstate traffic, to value 
interstate carriers, to do everything except those things which are 
strictly delegated to the State of Maryland. 

The Chairman. It would not have any authority over the lines in 
Maryland in so far as they pertain to strictly Maryland traffic ? 

Mr. Ham. No; that is understood. You can not take away from 
the State its power of State regulation. 

But this is a different situation than that which would exist if 
you had two States and either State was trying to exercise juris- 
diction over their combined operations. This being a Federal terri- 
tory and Congress having power over this Federal territory and 
also over interstate commerce, it can take prior jurisdiction over 
everything except those things which are strictly within the juris- 
diction 01 the State of Maryland. 
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But this policy of supporting the Maryland lines was never 
questioned until this commission came along. We have gone on 
all these years supporting the Maryland lines out of profits which 
we derived from other sources, because we were carrying out what 
we understood to be the intent of the act of 1900, which was that 
through the medium of the Washington Kailway & Electric Co. 
we were to have a united system and that the profits of the profit- 
able companies would be used for the support of the weaker com- 
panies. 

I do not want to delay you, Mr. Chairman, but I do want to call 
your attention to the fact that some 60 electric railway companies 
have been dismantled and sold, having a total mileage of 769 miles, 
and 38 electric railway companies have been abandoned, including 
a mileage of 257 miles. 

Mr. Johnson. In what period of time; between what dates? 

Mr. Ham. That was during the war, down to June 7, 1919. I 
also want to call your attention to the fact that 62 companies, having 
a mileage of 5,912, are in the hands of receivers, and the tendency 
is for unified systems to be disorganized or to be broken up into 
comiponent parts, as is manifest in New York and Brooklyn with 
resulting disorganization of traffic and loss of the transfer privilege, 
which has already taken place. 

Mr. Johnson. How are the companies which have gone into the 
hands of receivers being operated? 

Mr. Ham. Of course, they are under the jurisdiction of the Fed- 
eral courts. Of course, ordinarily we would look upon a receiver- 
ship as being something that means nothing but failure. When a 
business goes bankrupt the receiver comes in and sells it off. But 
in this case of public utilities the courts try to operate until it is 
proven to be impossible. I would say that is a general tendency, 
but it is up to particular courts. It is only when they see the im- 
possibility of operating that they order a sale. 

Perhaps you call it selfishness, but people are in business for profit; 
it is a fact that people are in business to make a reasonable profit, or 
higher profits, perhaps, sometimes. But I can not conceive what 
object there wcTuld be in continuing to carry lines such as we have in 
Maryland at a constant loss when they are limited to their returns 
upon a fixed rate on property within the District of Columbia. I 
may be dum, but I do not see it, and I do not believe our people 
would feel like going on indefinitely on a proposition of that kmd. I 
know I would not recommend it. I would much prefer to see that 
they get such protection as the courts might give them. 

Mr. Johnson. .What has been the experience of the past? Have 
the courts or have the receivers been able to operate these roads bet- 
ter than the owners of them have been ? 

Mr. Ham. They ordinarily have gotten relief which the companies 
were unable to get. 

Mr. Johnson. Because of the apparent necessities? 

Mr. Ham. Because of the apparent necessities, yes. You see that 
manifested in New York perhaps as nowhere else, where these com- 
panies which were consolidated into a system very much like the 
Washington Railway & Electric Co., where the same company con- 
trolled the stock ownership and some actually merged, have gone 
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back into their component elements. I suppose out of the Brooklyn 
Rapid Transit Co. they have five or six operating companies each 
one charging a separate rate of fare and having no transfer ar- 
rangement between them. And the same thing happened in New 
York where the receiver attempted to operate and was unable to 
get any financial assistance from the city or any words of encourage- 
ment m)m the city, and ordered the discontinuance of service but not 
the sale of the property. The tendency of the courts, as manifested 
throughout the country, is that in this emergency which confronts the 
public utilities, they are there to conserve property rights, and they 
will do it, not by ordering a sale, if that does not appear to be the 
way to do justice. 

Because it is recognized that these conditions exist through no 
fault of the companies the courts have generally taken the stand that 
they are going to see, as far as they are able, that justice is done in 
whatever way is best in the particular instance under consideration 
in their jurisdiction. 

Mr. Johnson. You spoke awhile ago of the possibility of the sale 
of a street car company that might go into the hands of a receiver 
because the receiver could not make both ends meet.^ In the event 
that the Washington Railway & Electric Co. went into the hands of 
a receiver and the receiver could not operate it because of the rev- 
enue being insufficient to meet expenses, and then the road was sold, 
who would buy it except to junk it? 

Mr. Ham. I suppose somebody might take a chance on getting 
along better in the future than the company is doing just at present. 
But I do not think the Washington Railway & Electric Co. is going 
into the hands of a receiver for some time if we can avoid it. We 
want to keep it from going into the hands of a receiver^ and one of 
the means of preventmg the parent company from gomg into the 
hands of a receiver will be to allow these unprofitable subsidiaries 
the protection of the Federal courts. We do not know what will 
happen when they are forced to that. But when I say all this I 
want to say to you gentlemen of this committee, as I said before the 
commission, that this is not a threat ; I do not want it to be taken as 
a threat, but simply as a statement of the dire necessity brought 
about by the fact that for over a year and a half we have been knock- 
ing at the doors of this commission for adequate relief, proving the 
necessity of it but not getting it : First, on the grounds, gentlemen, 
that they have not completed their valuations; and, then, having 
completed their valuations, still declining to give it to us, I think 
now, perhaps, because of legislation pending before Congress. But 
the fact remains the same, that we are not getting the relief. 

On that point, our first petition was filed on September 14, 1918, 
and relief was granted on October 26, 1918. That is fairly prompt. 
On February 28, 1919, we went back, and three months later, on 
May 29, we were given such manifestly inadequate relief that on 
July 9, only 40 days later, we again appealed to them. That relief 
was granted on October 18, we having to wait from July 9 to Octo- 
ber 18, and the relief became effective on November 1. We are 
back at their doors again on January 6, 1920, with an application 
for which the date of hearing even has not yet been fixed. 

Now, gentlemen, it is to avoid such a condition as exists in this 
regard that I have advocated, in case of a merger a service-at-cost 
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plan. A service-at-cost plan, fundamentally, is a plan by which the 
integrity of the investment arid the rate of return are fixed by con- 
tract. After that the rate of fare varies upward or downward 
according to the service rendered. It has been successfully carried 
out in Cleveland, and more recently has been adapted in some six 
or eight diflferent cities in this country and in Montreal, Canada, 
and it prevents this very thing' which has occurred and is occurring 
here in Washington. 

There should Tbe no difference between service at cost and com- 
mission regulation. They both look to furnishing a company a 
reasonable return upon the value of its property. One is fixed by 
contract, where it is fixed and determined and the people who go 
into the deal know what they are going to get and know that relief 
is going to come automatically without the delays which are fre- 
quently incident to commission regulation. That is all there is 
to a service-at-cost plan, and I will tell you frankly that between 
what I would call an intelligent and prompt regulation, a regula- 
tion which gives the companies prompt action instead of restricting 
them unduly, I would prefer commission regulation because of the 
fact that it is difficult for any man or any group of men to lay out 
a contract which will be binding for an indefinite period in the future 
and to say just what different rates of fares shall obtain at the 
different times in the future. You could, perhaps, get a Modifica- 
tion of your contract; and that is very interesting on the point in 
regard to the rate of return. In the city of Cleveland, the home of 
the 3-cent fare, that contract was fixed between the city and the 
company on the basis of a return of 6 per cent. 

The understanding, at least implied and perhaps expressed, was 
that the investor in that company was always to get his money back, 
if he wanted it, and he was to get 6 per cent. Conditions changed. 
The price of money changed and it became necessary for the Cleve- 
land company to go forward with a period of expansion, a condition 
that confronts practically every utility. They could not raise money 
at 6 per cent. They went before the council and they changed the 
agreement to 7 per cent, not only applying to new money but to the 
money already in. That was simply on the theory first, that they 
could not get the new money required at 6 per cent, and second, that 
the intent of that contract was that the man who put his money into 
the Cleveland Electric Kailway was to have that kept good and 
maintained in its integrity. If the company went out to-day and 
sold 7 per cent stock and caused the stock on a 6 per cent basis to 
go to $84 or $85 a share, the city was big enough to say that was not 
the real intent of the agreement. That was decided by arbitration 
and it became effective on January 1. 

The Chairman. What is the fare in Cleveland? 

Mr. Ham. Five cents, six tickets for a quarter, and 1 cent for 
transfer. That represents the result of years of intelligent coopera- 
tion between the city authorities and the company. You can not get 
economic operating results unless you have this intelligent^ coopera- 
tion between the regulatory body and the operating company. If 
they will work hand in hand in trying to bring economical and ef- 
ficient operating conditions, then you can get results, but not imme- 
diately; it takes time. The result in Cleveland in the matter of the 
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rate of fare was due to that intelligent eflfort on the part of the city 
and the cooperation of the city and the company. 

Now, touching on the rate of return, which is one of the things 
where we feel we have not only been hampered in our earning power, 
but by reason of which our credit has been seriously damaged. By 
the position taken by the commission we have been held during the 
war, as has been stated, to 6 per cent on the commission's valuation. 
The commission has stated that perhaps — or they have stated in 
some of the cases, namely the Potomac Electric Power Co. case — 
that they thought 7 per cent was adequate, but in this period of 
war and of reconstruction following the war they thought 6 per 
cent was enough. That is a line of reasoning which I have never 
been able to follow, when they say that when your money would 
bring you in less than ordinarily you were to get less money. It 
would seem to me that that would be just the time when you ought 
to get more. Instead of that, the stockholders — and we have over a 
thousand women among our preferred stockholders — somehow or 
other while in normal times they are entitled to $5 on a share of 
preferred stock, or at the rate of 7 per cent of the fair value of the 
property, for some reason or other when it comes to a war condition, 
when money will buy very much less than it will under other condi- 
tions, the rate of return is to be only 6 per cent. I have never been 
able to follow that, and I have spoken just as freely about it before 
the commission as I am speaking about it to you gentlemen. 

There is no man here who does not know that no money is going 
into almost any kind of enterprise, much less a public utility, where 
the element of uncertainty, the lack of safety, has been so well dem- 
onstrated as in this case, for any 6 per cent return. 

Very recently Consolidated G^-s, at New York, bonds paying 7 
per cent were offered at par, and Consolidated Gas, of New York, 
so far as its financial structure goes, bears no comparison with our 
company; we are not in the same class with them, and yet they are 
paying 7 per cent for that money. The Philadelphia Electric Co., 
furnishing electricity to Philadelphia, has offered its 6 per cent se- 
cured gold notes on a 7^ per cent basis. 

In the chairman's own State, I think, very recently the Con- 
sumers' Power Co., operating all over the State of Michigan, offered 
bonds at 7.28 and debentures at 7.75. I have a list of investment se- 
curities, and you will find there is no such thing as 6 per cent money 
for almost any enterprise, much less for a public utility which is 
struggling to live. The General Electric Co. made a recent of- 
fering, with an earning power some 15 times the amount of interest 
charges, on a 6^ per cent basis. 

It is on the basis of that low rate of return, unjustifiably low, 
fixed upon a low valuation that we are being regulated at the present 
time. An that basis of a low valuation, which, as Mr. Commis- 
sioner Gardiner stated, was as dry as the Desert of Sahara — we think 
it is drier than any desert ever was, because almost every desert has 
some driixking hole in it. There is not a bit of moisture left in this 
valuation. 

The real trouble, however, and the difference that exists between 
the Washington Railway & Electric and the Public Utilities Com- 
mission, I believe, is one of a difference of opinion as to, first, the 
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purposes of the act of 1900, and secondly, as to whether it was good 
legislation or vicious legislation. x 

Before that time — ^that is, before 1900 — ^there existed here some 10 
or 12 railroad companies and two electric light and power companies. 
These companies in 1899 had been purchased by a group of people 
who formed the Washington Traction & Electric Co. The Wash- 
ington Traction & Electric Co. was strictly a holding company. It 
could not make good. There was danger of the disintegration of the 
system back into the component elements, and they came before com- 
mittees of Congress, of the Senate, and of the House, and, as a result 
the act of June 5, 1900, was passed. In regard to the passage of that 
act, I again repeat what Senator McMillan said in his report : 

Perhaps no other one thing that has happened in the District of Columbia 
within recent years promises so mucli convenience for the multitudes that 
travel by street car as does this unification of street railroad control. Certainly 
it solves many problems that have perplexed this committee whenever they 
have been called upon to deal with questions of new charters or the extension 
of existing lines. Moreover, the common ownership, when it shall eventuate 
in complete consolidation, will do away with that highly undesirable existing 
condition of affairs whereby the two companies known as the Metropolitan 
and the Columbia earn dividends, but the many suburban lines are operated 
at a loss. The profits of the urban lines will hereafter go to the support 
of the suburban lines. 

While the contemplated consolidation will reduce the expenses of manage- 
ment and effect other savings, and while the changes will result in increased 
convenience to the people of the District, the task of bringing the suburban 
roads up to the paying point is one to accomplish which must require several 
years of the most careful management. Under these circumstances the com- 
mittee, while retaining all the restrictions and burdens now imposed upon 
the several roads, have advised no new impositions. Thus, the new company 
is left to work out the problems that confront it, Congress reserving the 
right at any time to make new adjustments. 

The purpose of the bill is to permit the street railroads of the District (ex- 
cept the Capital Traction Co.) to be consolidated by the purchase of these 
several lines by the Washington & Great Falls Co. The bill does not affect 
directly the relations of these companies to the public or to their creditors. 
The roads are relieved of no obligations now imposed upon them, and they 
receive no new privileges. No extension of lines is made in this bill, and no 
new franchise is granted. Moreover, the project of consolidation has been 
before the District for several months, and to-day there is no objection to 
it known to the committee. On the contrary, the project is favored by the 
press and, presumably, by the people. 

Similar words were used by Mr. Babcock, the chairman of the 
House District Committee. Those committees approved the enabling 
act. 

We issued, in accordance with the provisions of that act, $15,000,- 
000 of stock and we issued bonds, all as provided for. In all the in- 
vestigations we have had before the commission there has never been 
a single claim that we have committed an illegal or unlawful act, 
but it has been admitted that everything we have done has been 
strictly in accordance with that law. 

This commission is out of sympathy with that act. They believe 
it was vicious legislation. I do not want to do them an injustice, 
and I will read what they say 20 years after Congress has acted. 
This is what they say : 

The history of the company from the time its promoters began to acquire 
the stock of the constituent properties in pursuance of the scheme developed 
by the evidence, including as it does the financial history of the Washington 
Traction & Electric Co., the receivership of this company, and the reorgan- 
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izatlon agreement under which the Washington Railway & Electric Co, was 
formed presents a sinister ^nd forbidding picture. 

To hold that the commission is powerless to remedy the conditions disclosed 
by the testimony and data before it would be to perpetuate an imposition 
upon the public of the most unblushing character and subject it to an unjust 
burden. To permit the transactions through which the properties constituting 
the Washington Railway and Electric Co. were acquired to stand without 
question and to hold that the Supreme Court of the United States by any 
decision at any time, intended to legalize, or to have its decision used for the 
purpose of legalizing such schemes as the record of this case discloses 
would, in the judgment of the commission, not only do injustice to the Su- 
preme Court but would continue and indefinitely prolong a wrong against the 
public indefensible upon any principle of law or common justice. 

That is a pretty strong arraignment. Those are pretty harsh 
words. I claim that if the Washington Eailway & Electric Co. is 
accused by those words it is an equal accusation of the intelligence 
and probity of the Congress that sat in 1900. Twenty years from 
now some bureau or some commission may hit and declare that this 
committee and the similar committee of the Senate approved vicious 
legislation. 

The Chairman. Might it not be passed with the best intention, 
and still work out not as was intended? 

Mr. Ham. That may be ; but we immediately reported to Congress 
what we had done. We went back annually with the reports which 
Congress required, and we were constantly before the conunittees 
of Congress. There was never a word or intimation that what we 
had done was illegal or not for the good of Washington. 

Gentlemen, you could not conceive of. this thing as having worked 
to the detriment of Washington. It has worked to the growtli and 
upbuilding of Washington, as demonstrated by the history of our 
company for the period from 1900 down to 1918. I have been with 
the company all that time. I have seen it gradually develop its 
credit, increase its business, and constantly serving more efficiently, 
giving better service, improving gradually as its finances permitted, 
starting in first with a 5 per cent dividend on its common stock, 
after it had been going about three years, and then waiting for a 
period of some four or five years, beginning with 2 per cent on its 
common stock, then 4 per cent dividends on its common stock, and 
after about 13 or 14 years coming to 7 per cent on its common stock, 
with both classes of stock selling in the 90's, with its 4 per cent bonds 
selling close to 90, enjoying the best of credit, in a position to ade- 
quately serve the public, and adequately serving the public. We are 
down now to this point, gentlemen, where we can not continue to 
properly serve the public unless we get speedy relief. 

Mr. Woods. What was the total amount paid on the common stock 
during that period? 

Mr. Ham. We paid out a total on the common stock from 1909 to 
1919 of $3,201,256. 

Mr. BoMJUE. How much common stock was there out? 

Mr. Ham. Six and one-half million. 

Mr. Woods. What did it average per year? 

Mr. Ham. From the time it started, during the time I have men- 
tioned, it averaged 2.74 per cent. 

It is because of this difference of viewpoint, as I see it, as to the 
wisdom of this legislation which we have always interpreted as 
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meaning that this company as a whole, including the Potomac Elec- 
tric Power Co., was to be maintained for the purpose of adequately 
serving the public, and the idea of the commission that there was 
some great crime perpetrated on the public, I think I would not be 
doing any injustice to say that these commissioners themselves, or 
their corporation counsel, have not hesitated to say publicly that 
the water was going to be squeezed out, that they understood that 
as one of the things that was incumbent upon them, to squeeze this 
water out. I also think that to a certain extent — ^I am trying to be en- 
tirely fair and simpljr analvze the situation which I think should be 
brought to the attention or this committee — ^I think the attitude of 
the commissioners on the subject of Govempaent ownershij) has in- 
fluenced them in the regulation of the utilities within the District. 

They believe in — or at least, one of the commissioners is an out- 
spoken advocate of municipal ownership. The Engineer Commis- 
sioner advocates the ownership of the tracks. The former corpora- 
tion counsel is an admitted advocate of municipal ownership and can 
not reconcile the principle of private ownership of companies serving 
the public. It is from that viewpoint that they can not get it into 
their heads that in order for private concerns to properly serve the 
public they must be kept reasonably prosperous. It can not be done 
in any other way. You can not have poor companies with the 
life ground out of them properly serving the public, we know that 
it is only the company that is reasonably prosperous that can ade- 
quately serve the public. 

But they do not like to pay more than 6 per cent for the money 
because they feel that if the Government was doing this there would 
be no occasion to pay more, and therefore if the companies require 
7 or 8 per cent to get money they say how much better it would be 
if the Government was doing it. 

I really believe it has been diflScult for them to get their minds 
into the attitude of seeing that a privately owned company, which 
is to render a pjiblic service, must be adequately supported and kept 
prosperous if it is going to render that service. 

Mr. Wheeler. What about the valuation placed by the commis- 
sion ; do you think it was a fair valuation ? 

Mr. Ham. I do not. But my ideas and their ideas — ^that is, 
the commission's ideas and the company's ideas — of valuation do not 
agree at all, and the matter is going to the courts. But I have ideas. 
I do not hesitate to state that when these cases are finally adjudi- 
cated by the United States Supreme Court I expect to see our capi- 
talization fully justified. 

On that question of valuation, if it. will not weary you — ^and if I 
get too far off the subject, I hope you will call me down, Mr. Chair- 
man — ^I am not going into the question of valuation except to correct 
one point raised in asking Col. Kutz a question, and that was 
whether property bought for future use was included by the com- 
mission in its findings in regard to fair valuations. 

I understood the chairman to say the other day that they included 
such property in their valuations. But I point to a notable excep- 
tion to that, where the Potomac Electric Power Co. purchased a tract 
of, I think, 20 acres at Fifteenth and H Streets NE., and stated in 
the evidence in the hearings on valuation that that was for the pur- 
pose of providing for the future a storehouse, car bam, and repair 
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shops for the Washington Railway & Electric Co. and the Potomac 
Electric Power Co. Title was taken in the name of the Potomac 
Electric Power Co., and payment was made by the Potomac Electric 
Power Co. There was an intimation during the course of the hear- 
ing that it looked more like a railroad purchase than a purchase for 
the benefit of the Potomac Electric Power Co., and when the case 
was decided it was excluded as being neither used nor useful for the 
railroad. 

Mr. Johnson. For the railroad? 

Mr. Ham. For the lighting company. But when they decided the 
railroad case it did not appear there, either. We certainly are not 
buying 15 or 20 acres out there for real estate purposes. We are 
simply buying it and did buy it for future needs. We scoured the 
whole city of vVashington adjacent to our lines to find a large piece 
of property; we spent weeks and months in doing it, and that was 
the only piece of property we could find. 

The need for it — and this brings up another point in the matter 
of valuation which I want to show you — ^the need for it was two- 
fold. One thing was that the old Potomac Electric Power plant at 
Fourteenth and C Streets — ^there has been a great deal of talk for 
many years that all the property south of Pennsylvania Avenue 
would be condemned by the Government, and sometimes that has 
been pretty strong, and sometimes not so strong; it is not so strong 
now^as when this land was purchased. We have had a piece of prop- 
erty at 2411 P Street, used for our shops, which was bought at least 
50 years ago by the Metropolitan Eailroad Co. and used for its offices 
and later became a horse-car stable, and then later became a power 
house and car bam. Then in the course of time the power house 
was ^ven up and the car house was given up, and it became a general 
repair shop of the Washington Railway & Electric Co., and we had 
a nice piece of property which would adequately serve us for many 
years. 

But the District comes along and orders the extension of Q Street, 
and much over our protest they insist upon a particular curve in the 
bridge that crosses Kock Creek at that point and takes a lot off the 
back end of our buildings. So they put Q Street right through this 
property, destroying it for the future, although it is still ample, 
after considerable expenditure of money, for immediate needs. We 
saw that, and we saw that we had to get property some place to pro- 
vide for the future, for our shops, car houses, storehouses, and so 
forth. 

In addition to excluding this piece of property at Fifteenth and 
H Streets, bought for future needs, they take our P Street property, 
which is cut in two by Q Street, and then say that the portion north 
of Q Streets is no longer usable and therefore is excluded from their 
valuation. 

Mr. Wheeler. What did you pay for the other property, the 20 
acres ? 

Mr. Ham. We paid about $120,000. That is true of other real 
estate, such as the Tennaly town car' bam. That is property acquired 
probably 30 years ago and used as a power station and car house in 
the early days. Then as time went on — it was a wooden car house 
and it became unsuitable, and another piece of property was bought, 
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and this car house, I think since the beginning of the valuation, was 
torn down. But the land still remains. That is excluded because 
it is neither used nor usable. It was actually bought for railroad 
purposes and used for railroad purposes until the time came when 
m the growth and development of things it was no longer immedi- 
ately usable and may never be usable. 

Mr. Wheeler. What would you say the 20 acres are worth now ? 

Mr. Johnson. That is the tract at Fifteenth and H Streets north- 
east? 

Mr. Ham. It has gone up since we bought it. Another reason was 
that it could not be immediately developed. There is great uncer- 
tainty still as to the location of the streets through there, as we un- 
derstand it, because several bills have been introduced into Congress 
at different times, so we do not know what is to be the ultimate street 
development through this large tract of land. The land is now 
actually being used for storage purposes by the railway. It may be 
the Potomac Electric Power Co. has some property out there. 

The same thing was true in regard to power stations no longer used 
or usable. The commission excluded them from the valuation. 

I do not think we are here trying the merits of the valuation' made 
by the commission. 

The Chairman. This committee can not review their finding. 

Mr. Ham. No ; but it has a direct bearing upon the legislation 
pending before you because one provision of the bill says that the 
merger shall be on the basis of all stocks and bonds which shall not 
in the aggregate exceed a fair value of the property as ascertained 
by the Public Utilities Commission. The commission states that 
that is a figure eventually to be fixed by the courts, but how can you 
have a merger of the two companies now operating and doing busi- 
ness, each with legalized issued stocks and bonds which can not be 
repudiated, which stocks and bonds in the aggregate are not 
to exceed the fair value of the property fixed by the commission, 
when that fair value as fixed by the commission is very much less 
than the aggregate of stocks and bonds already outstanding? 

The Chairman. You would not expect this committee to make any 
findings in regard to valuation? 

Mr. Ham. No ; I am only speaking of the object. What do you 
expect to gain by passing legislation of this kind? Suppose the 
Washington Eailway & Electnc Co. says, "All right, we will go in ; '^ 
and the Capital Traction Co. says, " We will buy it." At what figure 
can the Capital Traction Co. buy the Washington Railway & Elec- 
tric Co. so that their outstanding stocks and bonds will not exceed 
a fair value of the property fixed by the Public Utilities Commis- 
sion ? They will have to buy the Washington Railway & Electric 
Co. for some millions of dollars less than the commission says we 
are worth. Otherwise the outstanding stocks and bonds of the Capi- 
tal Traction Co. — ^because their stocks and bonds exceed the valua- 
tion as fixed by the commission — ^will exceed the fair valuation of 
these properties. That is why you must have an idea of the inade- 
quacy of these valuations. Of course what I have said only touched 
one or two of the high spots of the small items. 

There are many fundamental principles involved, some of which 
were outlined by Commissioner Gardiner. We have been in favor 
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of a merger, and I do not want you gentlemen to think that that is 
something we now favor as bom of our present necessities. 

Some of the members of this committee were members of the 
committee at the time this commission came before Congress with 
proposed' legislation to bring about a separation of the Potomac 
Electric Power Co. from the Washington Railway & Electric Co. 
They urged that this legislation be passed, and at that time I was 
testifying. I would like the members of this committee, if they 
are interested in the subject of the advantages of common owner- 
ship and control of the Potomac Electric Power Co. and the Wash.- 
ingix)n Eailway & Electric Co. to again refer to the hearings on 
House bill 14896. 

The Chairman. What Congress? 

Mr. Ham. That hearing was in 1914. You will recall that the 
commission, after a very orief period of its organization — ^the com- 
missioners created by act of Congress approved in March, 1913, did 
not get into what you might call working order until along in the 
summer and fall of 1913, when two new civilian commissioners were 
appointed. Very soon after that they began to inquire into the 
Washington Kailway & Electric Co. and they became so convinced, 
as I believe, of the same thing I have outlined here, that the whole 
scheme was bad and vicious that they came before this committee 
and asked to have brought about by legislation a forcible total 
separation of the Potomac Electrifc Power Co. and the Washington 
Eailway & Electric Co. As you will recall, they made very little 
process with the committee. I think the bill died in the committee. 

The Chairman. Whom do you speak of? 

Mr. Ham. The commissioners brought up this separation proposi- 
tion. 

Mr. Johnson. Who were the commissioners at that time? 

Mr. Ham. Mr. Newman, Mr. Siddons (now Judge Siddons), and 
Col. Harding. 

I said at that time, testifying before the committee : 

As we see the situation, the attitude of the commission is one that stands 
against progress. They are doubtful about the efficacy of regulation and there- 
fore on one hand advocate municipal ownership and on the other hand separa- 
tion of these companies. Their policy is destructive where it should be construc- 
tive. The disposition of the companies, by the adoption of some reasonable 
financial plan, is to go forward in a way that is demanded by the future growth 
of the city. It would be better to remove the present inhibition of the law and 
permit the actual consolidation of the power company with the Washington 
Railway & Electric Co., thereby removing many liookkeeping difficulties and 
strengthening the financial position of the companies ; and we go further in say- 
ing that we believe the time is not far distant when the advantages of consoli- 
dation of all the street railway companies within the District of Columbia, as 
well as the power company, will become manifest, thereby settling the transfer 
problem once for all and establishing one big concern on a sound financial basis, 
with the ability to go forward in a way to meet the demands of the future 
growth and development of the city. 

Then Judge Prouty said, "Will you give us that again?" I re- 
peated practically the same thing, but I added, " We may not be able 
to brinff that about, but it is coming just as surely as water seeks its 
level. There is going to be, sooner or later, a consolidation of all 
these companies under the control of the Public Utilities Commis- 
sion of the District of Columbia." 
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Mr. Syme intervened and said, " I think that will come about when 
the water in the stock of these companies has found its own level." 

I think that indicates what I said before that I have felt that even 
before the inquiry as to the values of these properties was made, the 
corporation counsel and the commissioners themselves were strongly 
of the opinion that there was water in these companies and that it 
must be squeezed out, and that was one of the obligations that rested 
upon the commission, to see that the water was squeezed out. 

Judge Prouty became interested in this, and I was recalled by him, 
and he made this statement : 

Therefore, personally, I am very strongly In favor of having no wheels within 
wheels, but favor having a straight corporation, authorized to do whatever busi- 
ness the charter calls for, and then having it so that the Public Utilities Com- 
mission can easily handle it and see what is going on without any thumbing 
or mixing in of one corporation with another. I would be delighted if the cor- 
poration counsel of the District and the represontr.tives of your company would 
prepare a bill that you thought would do that, and I would like to look it over, 
and, if it meets with my approval and that of some of my friends here, we may 
be able to be of some service to the people of the city. 

I said in reply to Judge Prouty : 

Well, I want to say that your suggestion of attempting to get some workable 
plan has been made by us to the chairman of the Public Utilities Commission ; 
we are not bringing in anything new. Bute he did not feel that the time was 
ripe to start anything of that kind ; I do not want to quote him at all ; I prefer 
not to do so. But at the same time the fact that this company was anxious 
to arrange its financial structure to take care of the growing needs of Wash- 
ington, has been made known to the chairman of the Public Utilities Com- 
mission. 

That was in 1914, and we favored a merger. There was a sug- 
gestion there to the corporation counsel that a bill be prepared 
which was never followed up — and I think the members of the com- 
mission themselves will bear me out in the statement that until the 
valuations of these properties were completed by the Public Utilities 
Commission everything else was to stand still awaiting that valuation. 
That applied to nnancing; it applied to extensions; it applied to any 
possibility of a merger of these companies. 

That is a matter I want to emphasize, because it may be you gentle- 
men might think that the Washington Eailway & Electric Co. is 
anxious for a merger because it is the only way out, that they are 
bankrupt, that their stocks are very low, and that is why they are 
seeking, and it is for that reason particularly I refer you to the 
records, at which time our stocks were selling practically at the high- 
est price in their history, when the company was enjoying the best of 
credit, and at that time we were equally in favor of merger. 

Mr. Woods. Suppose the bill was amended to provide for the valu- 
ation which shall be fixed on your appeal ; how would that meet the 
situation. 

Mr. Ham. As I said, I do not know how you could do it until the 
appeal is decided, which would hold everything in statu quo. 

Mr. Dranb. You are absolutely confident that the valuation fixed 
upon your appeal will be much higher than the valuation fixed by 
the committee? 

Mr. Ham. I am ; but it is a matter of individual judgment. 

Mi\ Drane. You would not want to take a gambler's chance on it f 
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Mr. Ham. Yes; I do want tx) take that chance. I am willing to 
take a gambler's chance, but I do not want to mislead you gentlemen. 
I might not want to advise you to take the same chance that I would 
be willing to take on my own judgment. 

The Chairman. I have been told that you objected to a merger 
now; that the Washington Railway & Electric Co. objected to it 
because your stock was low and your financial showing was so poor 
that you did not want to merge when you were in that condition. 

Mr. Ham. I think it may make it more difficult for minds to meet 
on the terms of a merger. But I said very frankly in answer to an 
inquiry that I would not be at all in favor of a merger at the present 
market price, if that is what you mean. Do you think a company 
that has been brought to the condition that we are in through the 
inaction of a commission would be willing to amalgamate with some 
other company that had been brought into a condition of prosperity 
by the action of the same commission on the basis of preset i^ket 
values? 
The Chairman. In other words, there is no chance, is there? 
Mr. Ham. I do not say there is no chance, but I go back to what 
I said on the first day, that instead of passing restrictive legislation, 
which would make the chance of a merger more remote, put into your 
legislation the broadest terms you can, and I think it is not abso- 
lutely impossible for you to put into a bill something that might 
make it attractive, as Commissioner Gardiner said, for a merger. 

The Chairman. What would you consider could be put into a bill 
that would meet that condition? 

Mr. Ham. The fact that there has been a great difference of opinion 
between the commission and ourselves, I think, is manifested by the 
testimony that has been given here representing the views of the 
majority and minority of the commission. 

We have maintained from the outset in season aind out of season 
that the Washington Eailway & Electric Co., through the ownership 
of the stock of the Potomac Electric Power Co., was entitled to 
some benefits from that ownership. The commission has taken the 
opposite view, that we are entitled to no benefits from the owner- 
ship of that company, which might as well be located in New York 
State as down here in Washington. 

We have claimed that the Potomac Electric Power Co. was enti- 
tled to charge a reasonable rate for its services, considering all the 
circumstances in the case, and a higher rate than is now fixed by the 
commission. This merger that should take place should, at the 
outset, in my judgment, permit the Potomac Electric Power Co. to 
be a part of the proposition. You will never have a merger of the 
street railroads unless you have a merger of the Potomac Electric 
Power Co. also. I can say that because of the legal difficulties that 
confront anyone trying to merjge the railroads and keep the Potomac 
Electric Power Co. out. It is so bound in with the railroads by 
the legislation of 1900 that I do not think you can ever unscramble 
it. With no merger of the Potomac Electric Power Co. with the 
railroads, the merger of the railroads alone will do no good so far 
as getting the financial results required as long as the commission 
has the idea that it states it has. 

I think the chairman well pointed out to Commissioner Gardiner 
that the merger in itself is not going to do any good. It will do 



REGULATION OF PUBLIC UTILITIES IN DISTRICT OF OOLUMBI/L 179 

some good, perhaps financially, in curing some contractural rela- 
tions which are a source of misunderstanding. But the real good 
that will come is by having Congress fix the rate for electric light, 
if you want to get any good from that source. If the committee' 
says that it does not want to interfere, that that is in the hands of 
the commission, you know what you are going to get; you are 
^oing to get what the commission says, and the commission is going 
to name a rate of fare that will give big returns and profits to the 
Capital Traction Co. and a minimum return for the Washington 
Railway & Electric Co., attempting to cure the situation through 
taxation. If you have a merger and the rates for lighting are fixed 
at aj reasonable figure, I agree with Commissioner Gardiner that that 
would have a tendency to bring about a merger. 

. Mr. Johnson. When the Public Utilities Commission appraised 
your property, how did they treat the stock which you hold in the 
Potomac Electric Power Co. ? 

Mr. Ham. They did not consider that at all. They did not con- 
sider that, nor did they consider as of any value any contractural 
relations we had with the Potomac Electric Power Co. And, right 
on that question there is one thing where we would be benefited by 
having a merger, even if everything else went along as it is, because 
we are confronted with one of the most peculiar situations here 
that I think you could conceive of. 

The act of Congress of June, 1900, gives us the right, in these few 
words: 

That the V^ashington & Great Falls Electric Railway Co. may acquire and 
hold shares of the capital stock or other securities of any company supplying 
or under contract to supply electric power in the operation of its railway to 
it or to any of the corporations whose shares of stock or whose property and 
franchises it is authorized to acquire under this act; and as a part of any 
contract for the supply of said power the said Washington & Great Falls 
Electric Railway Co. may exchange its stock and securities for the stock and 
securities of any such electric power company, and may guarantee the se- 
curities of any such power company, but in no event shall said railway cor- 
poration be authorized to receive a transfer of the property or franchises of 
such electric power company. 

Having contracts with the power company we did issue our stock 
in the acquisition of their stock. Then in about 1905 or 1906 it be- 
came necessary to have a new power plant. That power plant was 
built by the Potomac Electric Power Co. The Washington Rail- 
way & Electric Co. entered into an agreement to guarantee the bonds 
of that company, which it subsequently did to the extent of the out- 
standing $5,300,000 worth of bonds. 

This modern plant was built and the arrangement that was made 
was that the Washington Railway & Electric Co., having guaranteed 
these bonds, having furnished a large customer, thereby greatly im- 
proving the load factor of the plant, should be furnished its power 
for itself and for its subsidiary railways at the actual cost of pro- 
duction, not paying the power company any interest or deprecia- 
tion, but just paying its proper proportion, equitably arrived at, 
of the cost of production. 

Nov7 to get around to the hearing on the rates of the Potomac 
Electric Power Co., the commission decides that that contract 
can not be considered by them as binding when they are considering 
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proper rates for the users of light and power to pay. They substi- 
tute, I would call it, their judgment for that of the directors who 
felt that it was. under all the circumstances of the case a reasonable 
arrangement. It is true they were not dealing with arm's length 
because they could not deal at arm's length. The very act which 
creates us gives us permission to own the stock of the Potomac Elec- 
tric Power Co., and we do own every share of the stock, and neces- 
sarily under those conditions actually can not act at arm's length. 

So, considering all the circumstances of the case the board of 
directors concluded that this was a reasonable arrangement. The 
commission feels not, so far as fixing rates for Potomac Electric 
power users are concerned. They decided that if the railroad com- 
pany was actually paying its full share of the cost and paying in- 
terest and depreciation it would actually be paying to the Potomac 
Electric Power Co. $220,000 a year more ; that is, the railroad com- 
pany would be paying that amount to the Potomac Electric Power 
Co., $220,000 a year, which would tend to decrease the expenses of 
the Potomac Electric Power Co. by just that amount. 

So, in fixing the rates of the power company, they took that item 
into consideration as being a reduction of expenses of the Potomac 
Electric Power Co. in the sum of $220,000. 

Mr. Woods. Do they allow the Potomac Electric Power Co. 

Mr. Ham (interposing). The Potomac Electric Power Co. pays 
out this money in the form of interest and depreciation, but when 
you come to fix the rates they say no, the railway should be paying 
that instead of the Potomac Electric Power Co., and, therefore, we 
will take that into consideration in fixing light and power rates. 
This is the extraordinary part, when they come to fix -the railroad 
rates they will not give any attention to this $220,000. 

Mr. Woods. Do they not allow the railroad company credit for 
getting the benefit of that? 

Mr. Ham. No ; they do not allow the railroad company credit f or- 
that at all. 

Mr. Woods. And yet they charge it to the power company ? 

Mr. Ham. They charge it to the Potomac Electric Power Co. 
That is a condition which exists; it is in their own words. I can 
refer you to the orders and the testimony. In their last order they 
say they do not allow it simply because it has not been entered on 
the books of the railway company and therefore it can not be con- 
sidered as having been incurred because it was not entered, not- 
withstanding the fact that it was not entered in the Potomac 
case, but yet there they considered it. 

Mr. Benson. I want to ask you a question with reference to the 
consolidation, to get at some facts first. How does the outstanding 
bonded indebtedness plus the outstanding preferred stock of the 
two companies compare with the valuation as fixed by the commis- 
sion of the two companies. 

Mr. Ham. The Capital Traction Co. has only one class of stock. 
Our total valuation in the District is about $32,000,000. I do not 
know what the value would be in Maryland; that has never been 
established. But our total valuation in the District is about $32,- 
000,000, as against about $45,000,000 of outstanding stocks and 
bonds. 
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Mr. Benson. How much of that is common stock? 

Mr. Ham. There is $6,500,000 of common stock and $8,500,000 of 
preferred stock. According to that theory, allowing for a reason- 
able valuation for the Maryland property, our valuation, that is, 
the valuation fixed by the commission, would be less than the amount 
of our bonds and preferred stock. 

Mr. Benson. And the other company has only one class of stock? 

Mr. Ham. The other company has only one class of stock. The 
percentage of difference, in coiftparing the total outstanding stocks 
and bonds of the two companies, is not materially different when 
you take into consideration the value of the Maryland properties. 

The Chairman. Do you think if the law was changed so that the 
Potomac Electric Power Co. and the Washington Railway & Elec- 
tric Co. could consolidate, then there would be a voluntary merger 
of the two car systems? 

Mr. Ham. I think, Mr. Chairman, that is a step in the right direc- 
tion to permit this merger. It would do away with this unfortunate 
misunderstanding between the commission and ourselves in the 
matter of contractual relations, which has cost us money, and big 
money. It might bring about a better financial condition, because 
we could then put out bonds of the Washington Railway & Elec- 
tric Co., if we ever get any credit back, and can sell them, as a direct 
lien upon the property of the Potomac Electric Power Co. instead of 
an indirect lien through the ownership of the stock of that company. 

As to having anything to do with the net earning power of the 
railway company, it will not have anything to do with that at all 
as long as the commission maintains its present position. I think 
they have made that clear themselves. Unless Congress were to 
prescribe that the rates were to be continued at the 10-cent rate, or 
even at a higher rate mentioned by Commissioner Gardiner 

Mr. Benson (interposing). As to the possibility of consolidation 
on the basis of stock, if the Supreme Court decides that the com- 
mission has established a fair valuation on the two properties, then 
the fact that you might have consolidated on a larger capitalization 
would not in any way affect that at all, would it ? 

Mr. Ham. Not at all. 

Mr. Benson. There is, therefore, no reason that I can see for re- 
fusing a stock issue as long as they have the power to regulate. 

Mr. Ham. None whatever. In my judgment the public utilities 
act is a very much better basis — and it is already law — ^than what is 
proposed in this bill. You have a paragraph, I think it is paragraph 
76, which provides that you can have a consolidation with only this 
limitation, that in case of consolidation the total outstanding securi- 
ties of the consolidating company shall not exceed the total out- 
standing securities of the companies consolidated. That is something 
practicable to work on. Of course, I believe that eventually values 
will be fixed by the Supreme Court— it does not have to wait for the 
Supreme Court of the United States. Most of the settlements that 
are made now, the service at cost plans, which are undoubtedly the 
last word that has taken place to-day in street raih'oad regulations, 
are the results of agi-eements and not of court findings. The cities 
and companies get together and come to an agreement as to what is 
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fair and just, all things considered. That may be impossible to bring 
about here. But at any rate, the provisions as to merger, which are 
provided for in paragraph 76 of the present act, are, in my judg- 
ment, far preferable to those mentioned in this proposed bill and 
much more likely to bring results. 

Mr. Drane. Have you now pending an application for an increase 
in rate? 

Mr. Ham. Yes, sir. 

Mr. Drane. For how much ? 

Mr. Ham. A 7-cent straight fare with a charge of 2 cents for 
transfers. 

Mr. Drake. Is there now pending before you an application for an 
increase in wages? 

Mr. Ham. Yes, sir. 

Mr. Drane. How much ? 

Mr. Ham. To 60 cents an hour. 

Mr. Drane. Suppose both are granted, what position would you 
then be in? 

Mr. Ham. I guess that is a sort of endless chain. 

Mr. Drane. Of course, if one is granted the other will be? If 
the commissioners grant you an increase you will naturally under- 
stand you are going to be forced, whether you like it or not, to 
grant an increase in wages, or have a strike? 

Mr. Ham. No; we do not so understand. There are some things 
which are worse, sometimes, than a strike, much as I dislike strikes. 
We are still waiting to be paid by the public for the last increase 
we gave our men, and we do not think that until we get paid for 
that we are going to make any further increase. This matter of 
wages should not any more be a matter to be settled by the company 
and its employees. 

Mr. Drane. In the last analysis it is a question for the public? 

Mr. Ham. That is it; that will be our position, that the compa- 
nies and the employees can not sit down and come to some agree- 
ment and then go out and expect the public to pay the bill. The 
public is entitled to be heard and to have its voice and then let 
them decide whether they want a strike or whether they will say 
that men already being paid 128 per cent over what they were get- 
ting in 1914, a ^128 per cent increase, have not got enough. Per- 
haps they have not, but they certainly have had enough to keep pace 
with the increased cost of living, and if we get this 7-cent fare we 
do not propose to put that into another increase, but to pay us for 
the increase we have already made. 

I want to complete one matter for the record, Mr. Chairman. I 
want to say, again in 1918 our position on a merger was made 
known to the Public Utilities Commission and by them transmitted 
to a special committee of the United States Senate. I wrote this 
letter while vice president of the company on February 20, 1918. 
This was in answer to an inquiry that the United States Senate made 
as to what was being done by the street railway companies to meet 
traffic conditions then existing. After stating in detail what our 
company had done, I said this : 

Looking, however, to a permanent solution of the problems our position for 
several years, as made known to Congress anr' your commission, has been 
that the proper development of public utility facilities to meet the inevitable 
growth of the city was fundamentally dependent upon — 
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1. The authorization by Congress of a comprehensive and reasonable plan 
of financing, which is now lacking; and 

2. The consolidation of the two principal street railway syfetems operating 
within the District of Columbia. 

To the above should be added : 

3. A higher rate of fare, the necessity for which has been recognized in 
other cities by approval of many public utility commissions, is now manifest 
in this city in view of the enormously increased costs of labor, equipment, 
and supplies, while the rate of fare here remains the same as when established 
more than 20 years ago when costs were low and the demand on service much 
less than now. 

With a proper financial plan, the consolidation of existing street railway 
systems, and an adequate rate of fare, the foundations would be laid for 
the development of the transportation facilities to meet the demands of the 
future growth of the city, \!^thout wasteful duplication of investment, per- 
mitting economical and • efficient operation of the properties, with the best 
possible service to the public, equitable transfer arrangements, higher wages 
to employes and a reasonable return to the stockholders. 

So, I think, our position on the question of merger is of long 
standing and is not one brought about by our particular condition of 
poverty at this time, and that is my main object in bringing that to 
your attention. 

(Thereupon, the committee adjourned to meet to-morrow, Wed- 
nesday, February 11, 1920, at 10 o'clock a. m.) 



committeb on the district of colitmbia, 

House op Representatives, 
Wednesday^ February 11^ 1920. 

The committee met at 10 o'clock a. m., Hon. Carl E. Mapes (chair- 
man) presiding. 

The Chairman. We shall be glad to have Mr. Ham continue his 
statement. 

STATEMENT OF MR. WILLIAM E. HAM, PBESipEHT OF THE 
WASHnrGTON EAILWAY & ELECTBIC CO.— Eesumed. 

Mr. Ham. In the report which I submitted to stockholders at the 
last annual meeting, I made this statement : 

We hope that the future will demonstrate that a more liberal policy toward 
public utilities is desirable in the public interest. Such companies can not stand 
still. They must ^o forward or there is deterioration and stagnation. The 
money to provide for their expansion must be provided from some source; if 
not from public funds then from private investors, who will only make invest- 
ments when security of principal and a reasonable rate of interest are assured. 

Now, that statement as to general policy, I think, is very similarly 
stated by Mr. Clark of the Interstate Commerce Commision, in a 
statement appearing in the press on January 27 : 

The public must understand that private capital is not going to furnish the 
facilities of transportation unless assured of a reasonable return on its invest- 
ment. The only alternative to private ownership and management of the rail- 
roads is government ownership and operation. Therefore, the managers of the 
properties and the public each should contribute its fair share to relations 
between the railroads and their patrons which shall be free from discrimina- 
tion, fair as to service, and fair to the carriers in regard to the comp€r«atlon 
they receive for services rendered. 

163242— 20— PT 3 3 
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The point which I wish to make is that unless it is the judgment 
of the legislative body that there is to be municipal ownership or 
governmental ownership and that the funds for carrying forward 
these companies are to come from public funds, then the only alter- 
native is that these utility companies, privately owned, in order to 
render service, must be kept in such a reasonable state of prosperity 
as will enable them to perform their functions, and the only way to 
do that is to have the principal of investors reasonably guaranteed 
and also that there will be a reasonable rate of return. 

Mr. Walters. Mr. Ham, will it disturb you if I interrupt you a 
moment? 

Mr. Ham. Not at all. 

Mr. Walters. You are speaking now of securing working funds. 
Your system of construction here is for underground operation. I 
am not criticizing that at all because I think it is the proper thing, 
but with your system of construction, with the number of curves 
and crossings and switches, and that sort of thing that you have, 
and the absence of rectangular crossings, we might say — ^I do not 
know the technical term — is there not an extraordinary charge on 
construction here which is not found in other cities of similar size? 
What is the comparison in general ? 

Mr. Ham. The comparison in general is that there is no other 
city, except New York City, that has so expensive a type of con- 
struction as Washington. This underground system is very ex- 
pensive. It is an expensive luxury that somebody has got to pay 
for. You will understand, however, that this type of construction 
was not put in at the wish or will of the companies but by direction 
of Congress. There is not any underground construction here that 
WIS not specifically ordered by Congress, and if you go over the 
early history of these companies you will find that Congress in those 
days took very drastic action to insure the installation of this type 
of construction. 

Mr. Walters. Were you connected with the companies at the time 
thoy attempted the so-called surface contact system here ? 

Mr. Ham. No, sir ; that was before my time. 

Mr. WAi/rERs. That was tried over here at Anacostia? 

Mr. Ham. I only knew it from a study of the matter. 
. Mr. Walters. You know about the fate of it, do you ? 

Mr. Ham. Yes ; I know about its fate. 

Mr. Walters. You know that that system is in successful opera- 
tion at other places. 

Mr. Ham. All sorts of experiments were made here. Congress 
made up its mind that there should be an underground system here 
and they had to go abroad to find that system. There was no such 
thing when Congress ordered it, and the companies did not know 
what to do or how to do it, and a man who has been connected with 
these companies since 1888, I believe, took a trip to Europe to see 
the installations which they had over there. When I say that it 
cost these companies hundreds of thousands of dollars to make the 
experiments which were made in order to meet this will of Congress, 
I am not stating the full measure of it. 

Mr. Walters. Did they visit Wolverhampton? 
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Mr. Ham. I do not know now. I know they wient to the cities 
abroad where they could see the type of construction over there. 
Budapest is where it was. 

The Chairman. Did the National Government or the District gov- 
ernment stand any part of the expense of putting in the under- 
ground system? 

Mr. Ham. Not at all. 

The Chairman. In just a word, can you tell the committee what 
the legislation was that brought about the underground system? 

Mr. Ham. Well, I do not know. I can have references made to 
the various acts, and our legal department will be pleased to furnish 
that. It is in a number, of different acts affecting each of the com- 
panies that existed at that time. You know that at that time there 
were a great many companies. The Metropolitan was equipped 
about 1895. The Columbia Railway was equipped with cables and 
then the cables were displaced with the underground system. The 
lines of the Capital Traction were first equipped with the cable. 

The Chairman. The companies, I suppose, resisted that legisla- 
tion, did they not? 

Mr. Ham. I do not think they resisted it ; no. I think they pointed 
out to Congress the fact that it meant additional securities to a very 
large degree, and Congress authorized those additional securities on 
top of the securities which had been previously issued to pay for the 
former construction. 

The Chair3ian. That legislation was a great deal more radical, 
was it not, than legislation would be now which would merely com- 
pel a merger of the existing lines? 

Mr. Ham. I think the two things are hardly comparable. 

The Chairman. Well, perhaps not. 

Mr. Ham. Congress has always reserved the right, and has exer- 
cised the right, to fix types of construction and methods of operation, 
and continued to exercise that power fully until the time that it 
created the public utilities commission, when it turned those powers 
over to the commission. 

The Chairman. While the legislation is not comparable, it would 
seem to me that the former legislation would affect the street car 
systems a great deal more than legislation now to compel a merger 
of existing lines. 

Mr. Ham. Well, I do not know whether I could compare the two. 
Of course, that was very drastic legislation. 

The Chairman. It compelled a complete change in the trackage 
of the systems, of course. 

Mr. Ham. Yes ; but it authorized the capital to cover the cost of 
that, and unquestionably it was the intention of Congress that they 
would be able and would be permitted to earn upon the total capital. 
There was never any intimation to the contrary in any act of Con- 
gress ; on the contrary, the only act of Congress that we can find that 
refers to this subject referred to the right of one of our companies to 
earn 10 per cent. 

The Chairman. While we are on the subject, did this new legis- 
lation practically make worthless the trackage on all the property 
of the systems except, perhaps, the real estate and rolling stock ? 
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Mr. Ham. Practically so ; yes, sir ; but Congress permitted it to be 
recapitalized. 

The Chairman: I understand. 

Mr. Ham. For instance, when you change from an overhead trol- 
ley system, as some of the roads were equipped with, to an under- 
ground trolley system, there is not a great deal of the original con- 
struction that remains, some grading, rights of way, land, and build- 
ings, possibly, but the whole structure is a new thing. 

The Chairman. The rails? 

Mr. Ham. The rails and everything about it. You understand 
that this underground construction goes down a depth of several 
feet. 

The Chairman. There are no ties? 

Mr. Ham. There are no ties in the underground construction. 
They are on steel yokes, so there is practically nothing left of the 
original construction, and one of the differences between the com- 
mission and ourselves is that while they liave allowed to some ex- 
tent for those changes which were brought about by development of 
the art and by acts of Congress, their allowances are not sufficient. 

The Chairman. Was the system then a trolley system or were 
there some horse cars? 

Mr. Ham. Both. Some horse cars and some overhead trolley 
roads. 

The Chairman. How many miles, roughly, were still run by 
horses ? 

Mr. Ham. I could not answer that without going over the records 
and that would be different at different periods. The Metropolitan 
Railroad was a horse-car railroad. I do not know, but I suppose 
it had perhaps 25 or 30 miles of track. That is just a guess. That 
was all changed from horse to underground trolley. 

The Chairman. Did it cost any more than to make that change 
than it would to have changed it from horse to overhead trolley ? 

Mr. Ham. Oh, my, yes ; probably two or three times as much, even 

then. 

This thought which I have expressed as to the need of an adequate 
rate of return in order to attract private capital is expressed in 
different words and in a different way in a report recently made 
to the city of Philadelphia by their director of railway matters. I 
do not know just what they call him, but I think his title is rapid 
transit commissioner. 

"The need of the public," he says, "is service. The need of 
the company is money, and the transit problem lies in reconciling 
these two connected but conflicting elements." 

What I am getting at is that as long as we are going to have 
private ownership we must have the means of attracting private 
capital to that enterprise, because a public utility can not stand 
still ; otherwise the public will not be served. 

If that company is not in a position lo borrow money, then you 
will have stagnation and deterioration, and I believe you will find 
that all of the authorities of the courts in defining what is a reason- 
able rate of return give the greatest weight, in determining what is 
a reasonable rate of return, to the rate at which money will flow 
easily into that enterprise. One of the questions that was asked 
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during the examination of either one of the commissioners, or Mr. 
Gardiner — I am not quite clear which — ^was what was the action of 
commissions as to a reasonable rate of return. As you know, the 
commission here has fixed 6 per cent as a reasonable rate of return 
under war conditions and under the conditions of reconstruction 
following the war, although they had previously held that 7 per 
cent was a reasonable return under prewar conditions. I think it 
was when Col. Kutz was on the stand, I understood him to say that 
the average rate of return as fixed by commissions was 7 per cent. 
My examination of the decisions of commissions would lead me to 
a different conclusion. It may be that there are more decisions at 
7 per cent than at any other rate, but the average that has been 
fixed, certainly in recent decisions, I would say was at least or 
nearly 7.5 per cent. It would be very difficult, and you would have 
to go over the country with a fine-tooth comb, to find many decis- 
ions where the rate is fixed as low as 6 per cent, which is the rate 
fixed by the commission of this District. 

I have a compilation here which I have hardly had an opportunity 
to examine, sent me by the American Electric Railway Association, 
being an official document published by that association, "Rate of 
return and valuation of electric railways based on decisions of pub- 
lic utility commissions, December 1, 1919," and from an examina- 
tion that the association has made of the 15 most recent return valua- 
tion cases, they make this synopsis : 

Two cases where it varies from 6 per cent to 6.9 per cent ; ten cases where 
it varies from 7 per cent to 7.9 per cent ; one case where it varies from 8 per 
cent to 8.9 per cent; and two cases where it varies from 9 per cent to 9.9 
per cent — 

And in their conclusion they make this statement : 

The average approved rate of return is 7.4 per cent. 

Wherever they have held a 6 per cent return, it has been held 
that that is an absolute minimum, holding that they would not con- 
sider that a higher return was unreasonable. The cases where a 6 
per cent return has been fixed, not only in this synopsis referred to 
here, which are recent cases, but in other cases I have seen — mostly 
Massachusetts cases — ^the outstanding stocks and bonds are taken 
as the value. 

The practice of the Massachusetts commission is not to make an 
inquiry into present value, but as the railroads of that State have 
been controlled by the commission for many years, whatever is the 
outstanding par value of stocks and bonds is taken by the commis- 
sion as the basis of fixing rates and placing the rate of return 
thereon. Therefore, their line of argument is that in fixing a 6 
per cent return upon the value of the property as arrived at by tak- 
ing the aggregate of outstanding bonds and stocks and as the aver- 
age interest rate on mortgages in Massachusetts in the past has 
varied from 4 per cent to 5 per cent, that they are really allowing 
the stockholder in excess of 7 per cent and sometimes up to 8 per 
cent. 

In a recent case in Maine the commission held that a return of 
8.5 per cent was reasonable, and in a New Hampshire case they 



188 REGULATION OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA. 

hold in that case that a 6 per cent return has been suggested and 
that has been used — 

in our computation, not as necessarily the measure of a fair return but as 
certainly the minimum to which the company could be restricted. It might 
be entitled to earn more if it could by charging reasonable rates. 

Now, I wish you would pay attention to this next quotation be- 
cause it shows another very vital difference in opinion between the 
commission and our company: 

In addition to all this, the company in nearly 10 years of operation has 
earned no return at all upon its capital stock. It is constitutionally entitled 
to a fair return from the beginning of operation, and this deficiency of nearly 
60 per cent on $240000 must be taken into account, either by taking it as a 
cost of developing the business and so Increasing the amount of the invest- 
ment upon which the return is to be computed or by permitting a higher rate 
of return uutil the deficiency has been made good. 

We have not had it made clear to us, no suggestion has been made 
to us, how we are to make up the deficiency in our earnings back to 
the time we had this heavy burden placed upon us in the way of 
wages, going back, we will saiy, to September, 1918. During that 
period, even making the computation of net return upon the basis 
fixed by the commission, we are over $1,000,000 in the hole; that 
is, a deficit of $1,000,000 below a 6 per cent return upon the com- 
mission's valuation. Now, this commission — the New Hampshire 
commission — states that a company is entitled to have that made up. 

Also in our valuation cases one of the differences between the com- 
mission and ourselves is that the unearned return ; that is, the failure 
to earn a reasonable return in the past must be considered as a de- 
velopment cost. The commission overruled that contention and 
stated in one case that the absurdity of it was manifest because the 
company had lost so much. It seemed to me peculiar reasoning that 
because a company had lost a great deal in the development of its 
business that it was not entitled to any consideration of that fact. 

The Chairman. I would like to ask you one question right there. 
Do you know of any case where the courts have set aside the findings 
of a commission where a return of 6 per cent was allowed because 
that was not high enough ? 

Mr. Ham. The only case that has been quoted here is the Lincoln 
case, where the Supreme Court of the United States says that under 
the existing conditions a rate which would yield 6 per cent would, 
under those conditions, be confiscatory. I think it has been well 
pointed out that it is not a specific rate of interest that makes a rate 
confiscator}'. The court is there to do justice, and they take into con- 
sideration all of the elements of the case. 

The Chairman. Without reference to what the court might do, if 
it Avas in the place of the public utilities commission, or what its 
judgment might be if exercising original jurisdiction, what I am ask- 
ing is, has the court seen fit to override and set aside the finding of a 
commission in any case where it allowed a 6 per cent return ? 

Mr. Ham. The Lincoln gas case is the only case I have in mind, 
and just how that arose I can not tell. The case itself, of course, will 
show that, but the substance of that case, when you boil it down in 
plain language, is that the court under those circumstances held that 
a 6 per cent return only would be confiscatory. That is the substance 
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of it, but not being familiar with all the legal ways of expressing 
these things I can not, perhaps, quite answer your question. 

In New York State they hold in the second district, city of Roch- 
ester, that they have a 9 per cent return, and that this would be re- 
duced if they put in lower rates, and they refused to order a reduc- 
tion. 

In a New Jersey case they hold the company is earning 9.4 per 
cent and declined to make a reduction. 

Mr. Walters. In order to make those figures more valuable should 
it not be stated whether that was a return on the capital stock out- 
standing or on the physical value ? 

Mr. Ham. That was on the value ; not on the stock. 

In a Wisconsin case it was recently held that interest return of 7.5 
per cent on the cost of reproduction of the property of a city and 
interurban railway, including working capital, materials, and sup- 
plies, was reasonable. 

In a Milwaukee case, a very recent decision, they hold that th© 
company is entitled to a return of 7.5 per cent. 

So that I think I am justified in stating that the average is above 7 
per cent, varying between 7 and 8 per cent and probably with an 
average of about 7.5. 

In connection with this matter, it is interesting to see what in- 
dustrial concerns are making. Prof. Doolittle, in his book on a 
study of the cost of urban transportation service, gives a table show- 
ing returns on a group of 36 industrial concerns. The rate of return 
on capital in this case varies from 3.89 per cent to 112.9 per cent, an 
average of 19.3 per cent. There are only 9 concerns out of the group 
where the annual rate of return is less than 8 per cent. The table 
shows 23 out of the group or 64 per cent of the total where the return 
is 9 per cent or more. 

This simply shows the impossibility of expecting that private capi- 
tal will flow into the public utility business unless it is given some 
attractive rate of return. 

In going over the history of the Washington Railway & Electric 
Co., I spoke of the organization of the company, of the original 
purchase of these companies in 1899, the passage of an act of Con- 
gress in 1900 that permitted their amalgamation arid consolidation, 
and their actual coming together under the name of the Washington 
Railway & Electric Co. in 1902, and the gradual growth of the com- 
pany that took place after that. 

One of the first things that confronted these companies when they 
came together was the physical consolidation of properties, the co- 
ordination of their facilities, and the efficient and economical opera- 
tion of companies that had had a separate growth and for that reason 
had grown up each one separately maintaining its own organization 
and its own plant. One of the first things that was necessary was 
the construction of a power plant. Very early they abandoned some 
of the plants, the small plants of minor companies, but it became 
apparent that the plants of the Washington Railway, three in num- 
ber, and the plants of the lighting companies would be entirely in- 
adequate for the future growth of the city, and so as the company 
had made some progress and had established its credit, put its pre- 
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ferred stock upon a dividend-paying basis, it felt that the time was 
ripe for the building of a power plant. 

We were one of the/ first companies in the United States to use 
the steam turbine. Tlie original 2,000-kilowatt turbine manufactured 
by the General Electric Co. and used at the St. Louis Exposition was 
bought by us and installed in our plant on Fourteenth Street. We im- 
mediately bought another unit of the same size and became convinced 
that the time had come for what in those days was a big plunge, 
and consequently it was decided that we would build a modem plant, 
so designed as to be capable of expansion, as we thought, sufficient 
for a very great many years in the future. We went all over the 
city and surrounding country, employed consulting engineers to 
assist us in our plans, and finally decided upon the construction of 
the Bennings plant. That was in 1906, and the Washington Railway 
Co. went in with the Potomac to build that plant; that is, it did it 
in the name of the Potomac but lending its credit to the enterprise. 
Now, how great the development has been since that time can be 
well illustrated by some figures I have here. 

In 1906 the capacity of all the power plants of the railway com- 

?any and the Potomac Co. was 12,000 Kilowatts for this system, 
'o-day we have in the Bennings plant 87,000 kilowatts, 116,000 horse- 
power in the Bennings plant. At that time the Potomac Co. was 
generating 22,000,000 kilowatt hours. To-day, it is 112,000,000 for 
the Potomac Light & Power Co. alone. 

The revenue from the sale of current of the Potomac at that 
time was $994,000. It is now, $3,500,000. Its manufacturing cost 
was $186,000, now $879,000. But here is a significant thing, the 
cost of coal at that time was $3.15 per ton. It is now $5.70 per ton, 
and yet with that great increase in the price of coal we are manufac- 
turing current cheaper to-day than it was being manufactured in 
1906 before the installation of this plant, very materially less. At 
that time the manufacturing cost per kilowatt hour generated was 
8 mills and a fraction ; now, it is 6.8 mills. 

This condition of the Potomac Electric Power Co., the progress 
they have made, the economies they have brought about, were through 
the combined load of the Washington Railway, its subsidiary com- 
panies, and the companies with whom it had contractual relations, 
and the Potomac Electric Power Co., serving the light and power 
customers of Washington. There has been a saving of all these 
years, in original expenditures for facilities, in operation, overhead 
costs of all kinds, and we have made a joint use of all facilities, and 
they have been used for the benefit of the public in the way we have 
been able to generate and distribute our current very much more 
cheaply than we could have if the Potomac Electric Power Co. had 
been separate and distinct. ^ 

The Potomac Electric Power Co. grew into a giant, enjoyed 
splendid credit, and was able during the war to borrow all the 
money it needed, some three and a half million dollars being put into 
the plant of the Potomac Co. to meet the war necessities of the 
Government, and it simply shows the possibilities of the service that 
a prosperous company is able to give to a community. It was be- 
cause of the prosperity of this company that they could meet this 
great need. Not only that, but they have expanded. They have 
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gone out into the suburbs of the District, the suburbs of Maryland^ 
and surrounding towns, so that whereas in 1906 they were furnish- 
ing some 7,000 customers, they are now serving 42,000 customers, 
and the annual revenue per customer is now only $82 where formerly 
it was $143. 

The commission's position, as indicated formally, was that they 
wished to separate these two companies. That was abandoned, as 
Congress did not take kindly to the proposed legislation. Then they 
attempted to accomplish the same thing through orders which re- 
quired separate accounting, to which we took exception and ap- 
pealed to the courts, and which have never been pressed, and then 
they decided that they would fix rates for the JPotomac Electric 
Power Co. which would deprive the Washington Railway & Electric 
Co. of any advantage that they might have in the ownership of 
that company. 

So insistent were they on this that, having placed the valuation 
of the Potomac Electric Power Co. ahead of the valuations of the 
railway companies — ^both our own and the Capital Traction Co. 
They concluded that valuation early in 1917, and immediately fol- 
lowed that with a rate hearing and a reduction of rates of the 
Potomac Electric Power Co., over our very urgent protest that it 
was not fair to the Washington Railway & Electric Co.,^ whose 
property had not been valued, where the commission was not then 
in a position to know whether it was earning a reasonable return 
or not, to reduce the rates of the Potomac Electric Power Co. 

Almost what we felt would happen has happened. At the be- 
ginning of the war costs were going out of sight in a way which 
no one could keep up with, and we were very fearful that what has 
happened would happen, so we urged upon the commission that it 
was an inopportune time to reduce the rates and that it would be 
only elemental justice to postpone action upon the Potomac Electric 
Power Co.'s rates until they were in a position to know whether or 
not the railway itself was earning adequate rates. Now it is ad- 
mitted, gentlemen, by the commission, that we were not earning 
adequate rates. The very condition has come about which we felt 
it was quite possible would come about. And that was done over 
our most urgent protest, and is one of the grounds for the relief that 
we feel we are entitled to at the hands of the court in having a stay 
of this order. 

We have followed Mr. Gardiner's suggestion. He has gone farther 
than we have ever gone. We have asked uniformly before the com- 
mission that the Potomac Co. be permitted to charge reasonable 
rates. We think the 8-cent rate that the commission has fixed is un- 
reasonably low. We think that it is not justified by the facts in the 
case, nor by a comparison with the rates in other cities. We feel 
that the commission has bent itself backward in doing justice, to the 
consumer of light and power, entirely upon its own initiative, be- 
cause there has never been a demand of any consequence. I do not 
know that any claim was made that our rates were high, certainly it 
never took the form of a formal complaint before the commission. 
This was all upon their own initiative, and they have fixed this rate 
which we feel is unduly low, as compared with tRe rates charged in 
other cities, and is unduly low, in consideration of all. the circum- 
stances that exist in this case. 
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Mr. ZiHLMAK. Mr. Ham, you have some figures on the rates in 
other cities ? 

Mr. Ham. Yes, sir. You can not find very many cities that are 
lower than 7 cents. New York City, with its enormous population 
and enormous production, has a 7-cent rate. There are a few other 
cities with 8 cents, but not many. The whole list that I have found 
is not nearly as long as those that have 8 cents and over. 

Now, in considering what is a reasonable rate in Washington, as 
compared with other cities, you must take into consideration the 
character of the business that we perform. Take our neighboring 
city of Baltimore. There is no more comparison between the kind of 
electric light and power business that we do and the kind that Balti- 
more does than there is betwen two entirely dissimilar things, be- 
cause we have no industrial power to speak of, whereas in these large 
manufacturing centers, they have an enormous industrial load which 
not only brings an enormous volume of business, but allows large 
installations and charges to enable a more economical operation of 
their property. Our business is necessarily with the residences and 
storekeepers, and the volume of commercial power is very, very light. 
If the Potomac Electric Power Co. was standing upon its own bot- 
tom, without this very valuable adjunct of the railroad load, I be- 
lieve, yv^ith the type of construction which Congress has required, 
which I might again say, as applied to the light company and to the 
railways, is very expensive, because all of our wires within the fire 
limits must be underground, a condition which does not apply in 
most other cities, we must necessarily have a higher rate if we are go- 
ing to live, so that, gentlemen, you should take these things into con- 
sideration in making your comparisons with what have been held to 
be reasonable rates in other cities. 

Mr. Benson. Mr. Ham, right there will you explain to the com- 
mittee the difference between the load factor in cities that have 
large manufacturing interests and that in Washington? 

Mr. Ham. We have a very good load factor in Washington be- 
cause of his large railroad load that we are carrying from the same 
station, but if it were not for that we would have an extreme peak 
between the hours of 5 and 7 in the evening when we would catch 
the stores and office buildings, combined with the residential load, 
and we would have to provide a sufficient amount of apparatus to 
reach that very high peak, and then in the middle of the day there 
would be practically no load at all, or just what comes from the 
miscellaneous users during the day. In an industrial city they go so 
far as to sell power to people who will not use that power during 
the peak at all, so that they are virtually dealing with a customer 
who does not require any investment, because the investment in that 
power station is measured by the maximum drain upon your generat- 
ing capacity. So that wherever you have a load factor which en- 
ables the continuous use of your equipment, you have a more economi- 
cal investment and you have a more economical condition. 

Mr. Walters. You are going to benefit a little, are you not, by 
the action of Congress in repealing the daylight-saving law ? 

Mr. Ham. Yes;^we hope it will make a difference. I do not like it 
personally because I like to get up early. 

The Chairman. At the present rate of 8 cents, what dividends do 

^-ou pay? 



KBGULATION OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA. 193 

Mr. Ham. We are paying 9 per cent on our stock. We are earning 
something less than that. There are two ways to figure it. If we 
take in the item of $220,000, to which I called the committee's atten- 
tion yesterday, as being the amount which the commission figured 
the railroad company should contribute to the Potomac Electric 
Power Company, we would be earning at the present time, upon the 
commission's own basis of allowance lor depreciation, and their own 
method, 6.67 per cent on our fair valuation. If we do not take the 
item of $220,000 into consideration, we are earning 5.26 per cent on 
our fair valuation. 

Mr. Benson. You do not get that $220,000, do you ? You have not 
that in mind? 

Mr. Ham. We pay it out on the side of the Potomac. 

Mr. Benson. But you do not get it from the railroad ? 

Mr. Ham. We do not get it back again ; no. 

The Chairman. If you could separate these two companies in 
your mind's eye, or in your calculations of what is a reasonable rate 
to be charged by the different companies, it would not be unreason- 
abel to sav that the Potomac Electric Power Co. is receiving now a 
fair returii for the service rendered, would it? 

Mr. Ham. I should say they are not receiving a fair return for thd 
service rendered. 

The Chairman. Probably the courts would not hold that the re- 
turn that they are now receiving is confiscatory. 

Mr. Ham. The courts must first determine whether the valuation 
fixed by the commission is reasonable or not. That is what is now 
before the courts, and both the commission and ourselves regret the 
delay which has taken place in the processes of the court, but we are 
helpless, and it is a most extraordinary condition, gentlemen. 

The Chairman. Let me get clear in my own mind your view of it. 
Assuming that the valuation as fixed by the commission is fair, rea- 
sonable, and just, and that the Potomac Electric Power Co. is a 
separate entity from the Washington Railway & Electric Co., in fact 
as well as in name, would you say that the courts would hold that the 
return which the electric power company is now making under the 
8-cent charge was confiscatory ? 

Mr. Ham. Well, I do not believe the courts will uphold the com- 
mission on this item of $220,000. Therefore, they would be earning 
5.26 per cent on their valuation, which I think the courts would hold 
was confiscatory. 

The Chairman. Otherwise, if tha court did sustain them upon that 
point 

Mr. Ham. They would be earning, according to my computation, 
6.67 per cent, which very likely would be so near what the courts 
felt was reasonable that they might not disturb it as being confisca- 
tory ; but I believe that commissions have generally held, and I think 
common sense indicates, that there is a difference between what is 
a confiscatory rate for a court to apply its reasonings to, and what 
is a reasonable rate for a commission to fix. The two things are 
sometimes confused, but the principles underlying the two are en- 
tirely different, because that which the court is called upon to de- 
cide is whether a rate is so low as to deprive a person of his property 
without due process of law, violating the Constitution of the United 
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States. The commission is there for the purpose of determining' 
what, considering all the circumstances of the case, is in the interest 
of the public. It might give a higher rate, and as these cases often 
indicate, commissions often do grant higher rates than rates which 
are strictly confiscatory. We had as one of our witnesses before the 
Public Utilities Commission, Mr. Yellott, the State counsel, and as- 
sociated with the public service commission of Maryland, who stated 
before this commission that the rate of return in this case should 
be 8 per cent, and said that the Maryland commission is holding to 
8 per cent. 

Mr. Walters. Mr. Ham, you stated, I believe, that your cost of 
generating current was 6 mills ? 

Mr. Ham. That is what I said. 

Mr. Walters. Could you at this point put in the cost of generation 
of the Capital Traction Co. ? 

Mr. Ham. I could not answer it here. I think our costs are lower 
than theirs. Our present cost is 6.775 mills. 

Mr. Hanna. Ours is considerably more than that. It is about 8 
mills. 

Mr. Ham. Turning to some of the large centers, Boston, for in- 
stance, a large city with a population of 767,000 people, with large 
manufacturing and diversified interests, charges a maximum of IQ 
cents. Detroit, which has prospered most greatly from the growth 
of industry, has a 10-cent rate. All of the New Jersey cities — Gam- 
den, Jersey City, Newark, Paterson, and Trenton — have a 10-cent 
rate. Kansas City has 11 cents. Lynn, Mass., has 12^ cents, and 
New Bedford has 11 cents. The outlying territory from New York 
City has from 10 to 11 cent rates. Cleveland, the home of the 3-cent 
car fare, charges 10 cents for electricity. Philadelphia has 9. The 
great city of Pittsburgh has 10 cents. Milwaukee has 10 cents. Some 
of these cities have discounts and penalties, which I will not attempt 
to introduce in the record. 

Mr. Benson. What is Baltimore's rate now ? 

Mr. Ham. The rate is 8 cents in Baltimore. 

Mr. Hanna. I would like to correct the statement I made. It has 
cost us a trifle over 1 cent to generate current this last year. 

Mr. Ham. I think, Mr. Chairman, 1 am nearly through. There- 
fore, to summarize the situation, and I thank you for the very cour- 
teous attention you have given me, I think the need of relief is ap- 
])arent ; I think the need of relief, as it affects the public, is apparent. 
The relief can come in a measure, as in the legislation recommended 
by Congress, and if Congress desires to grant the relief in that form, 
we would welcome relief in that shape. We do feel that we should 
be relieved from this burden of taxation. If the committees of Con- 
gress feel that there should be no other change made in the method 
of settling this question than that which the commission has indi- 
cated as its good judgment, we will have to submit to that, but we be- 
lieve that there is a way open for Congress to be of active assistance 
in the solution of this problem, not if it wants to — I do not mean it 
that way — ^but if it feels that that is the proper course to pursue. 

This difference that exists between the Capital Traction Co. and 
ourselves was just as much existent in 1900 as it is to-day. There 
was the same proposition then before Congress that exists to-day^ 
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The Capital Traction Co. was then a very prosperous street railroad, 
one of the most prosperous in the country, having a very small mile- 
age located in the densely populated portion of the town. The 
Washington Eailway & Electric Co. was organized by Congress in 
order that the public should be served, and Congress felt that it was 
in the public interest that these several disconnected companies that 
had been built up in a variety of ways to serve the public should be 
brought together under a common ownership and management. 

Now, it stands to reason that at that time the companies in the 
Washington Railway system, as railroad companies, could not get 
the same measure of success from the operation of their properties 
that the Capital Traction Co. could from its properties, with the 
same rate of fare which then existed, and it therefore seems to us 
absolutely indisputable that it was the intention of Congress from 
the very outset that we should benefit through the ownership of the 
stock of the Potomac Electric Power Co., which Congress expressly 
indicated that we should hold. 

This proposition has been made difficult by the commission's dif- 
ferent interpretation given to the legislation that was passed in 1900. 
Now, if you want to interpret what Congress meant then, or if you 
want to give it your own interpretation now, you have that power. 
Notwithstanding the fact that our whole financial structure has been 
built up on what we understood was the intent of Congress, really 
what matters now is what this Congress intends or thinks might be 
done to solve the problem; and if we were given the opportunity 
to draw only reasonably, with rates that will not fall with any hard- 
ship or injustice upon the public of Washington for light and power, 
I think that that would be one of the happiest and easiest ways to 
bring about the equalization which is necessary between these two 
companies. 

Mr. Benson. What do you think the rate should be? 

Mr. Ham. I would say that in no event should the rate be less than 
10 cents. I think, considering all the circumstances of the case, 
that you might go higher; but that is within the wisdom of Congress. 
But I say that in no event should the rate be less than 10 cents under 
existing conditions, and, as I said earlier in this hearing, can you 
think of any commodity or any service that has been reduced during 
the progress of this war except electric light and power right here in 
the city of Washington? 

Mr. BowEN. That 10-cent rate you speak of was a congressional 
rate, was it not ? 

Mr. Ham. Yes; the maximum rate of 10 cents was fixed by Con- 
gress itself, and was never objected to by Congress, and it was not 
until the commission, on its own initiative, undertook to bring about a 
different relation between .these companies than that which formerly 
existed that it was reduced to 8 cents. 

Mr. Williams. If you had the 10-cent rate now, could you operate 
with the present street-car rates? 

Mr. Ham. How long we can operate on the present street car rates 
I do not know. As was indicated yesterday, we have changing con- 
ditions almost daily, such as labor demands, etc. I can tell you that 
it will bring in, roughly, $400,000 a year, but that would not all be 
available, because, in the first place, 4 per cent goes to the Govern- 
ment as a franchise tax, and 16 per cent of it, according to the terms 
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of our mortgage, must go into a depreciation fund, so that only 80 
per cent of this amount would be available. I believe that in jus- 
tice, considering this whole situation, you would be justified in 
fixing a higher rate, and I want to state, if possible, more clearly 
than Commissioner Gardiner did, although it may not be more 
clearly, that when you are overcoming the difference in earning 
power of these two railroads in the way that the commission has 
done, you are taxing the public in exactly twice the amount that 
you would if you got that relief through the power company. For 
instance^ suppose the Washington Kailway & Electric Co. to-day 
needs $500,000. If we get $500,000 through the Potomac Electric 
Power Co., we have $500,000 in the treasury of the Washington 
Railway & Electric Co. If that is done through an increased car 
fare, the car riders of the Washington Railway & Electric Co. will 
pay $500,000 additional and the car riders of the Capital Traction 
Co. will pay another $500,000, so it means a contribution of $1,000,000 
from the public in order to give the Washington Railway & Elec- 
tric Co. $500,000. 

Mr. Benson. The Capital Traction Co. just stated that their elec- 
tricity costs them about a cent or a little more, and yours cost you 
6f m'ills. . • 

Mr. Ham. Yes, sir. 

Mr. Benson. That is evidently due to improved facilities that you 
have, and improved management? 

Mr. Ham. Well 

Mr. Benson. It must be due to something of that kind, or the 
load factor. 

Mr. Ham. It is due to a more economical plant and a plant that 
has a better load factor and is doing a larger volume of business. 
The Chairman. Is there not one other element, too, that you prac- 
tically contract with yourselves? 

Mr. Ham. No; I am eliminating that from this figure entirely. 
Mr. Benson. This is the cost figure? 
' Mr. Ham. This is the cost of j)roduction. 

Mr. Benson. How much additional revenue would you get if you 
were allowed to turn in the cost of your electricity at a cent instead 
of 6f mills? 

Mr. Ham. I do not know whether I can answer that offhand. The 
manufacturing cost of the Potomac Electric Power Co. alone is 

$879,000, a difference between a mill 

Mr. Benson. Almost a cent and a mill ? 

Mr. Ham. The difference between a cent and two-thirds of a cent 
would be approximately about a third. It would be something like 
$300,000, would it not? If the Potomac Electric Power Co. were 
operating as a separate company, there would be no qucvStion of 
the public of Washington paying 10 cents, so where is there any 
good to the community in transrerring this burden, which should 
properly be upon the shoulders of the users of electric light and 
power, upon the back of the car riders. I think Mr. Gardiner has 
gone further than we go. He has, perhaps, given you the impres- 
sion that he is asking the user of light and power to carry an undue 
burden. We do not ask them to carry an undue burden, but we I 
do ask them to carry a reasonable burden, and they are getting their 
light and power at the present time cheaper than they should get it. 
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Mr. ZiHLMAN. Prior to the invention of the tungsten lamp, did 
you not furnish the residential users of electricity with lamps free? 

Mr. Ham. Yes, sir. 

Mr. ZiHLMAN. Do you furnish the tungsten lamps free? 

Mr. BUm. No; but the consumer gets very much more light for 
the same amount of money than he formerly did, because he is 
getting practically twice the illumination for the same amount of 
money. 

Mr. ZiHLMAN. Well, the majority of residential users use tungsten 
lamps now, do they not ? 

Mr. Ham. Yes. 

Mr. ZiHLMAN. What did your lamps cost you prior to your sell- 
ing them to your customers per annum ? 

Mr. HDkM. I believe that our customers' renewals, as I recall it, 
were something like $1,500 a month. 

Mr. ZiHLMAN. That cost has almost been wiped out because every- 
body buys the improved lamp ? 

Mr. Ham. Yes, sir. 

Mr. ZiHLMAN. The fact that he gets more light is not any addi- 
tional burden on the company? 

Mr. Ham. Well, it is ; yes, in a way, because with the same instal- 
lation he is probably using less current. That is, he has become a 
smaller customer because he now has greater efficiency. 

Mr. ZiHLMAN. That is not the history of the use of the tungsten 
lamp, is it? 

Mr. Ham. Perhaps what I say is only theory. Actually, Mr. 
Zihlman, the use of electricity is increasing all the time because of 
its cheapness. It is because it is such a cheap thing, and is so 
economical and convenient, that we find that the use of electricity is 
increasing all the time. We are selling appliances and the public 
is buying appliances, not only from us but from other people, in 
a way that 5 or 10 years ago would have seemed like a dream to us. 
It is because of the convenience and economy of these electrical ap- 
pliances that they use them. 

Mr. ZiHLMAN. My understanding was that experience has demon- 
strated that the ordinary user of electricity, when he put in the im- 
proved lamp, which reduces the cost of his current, does not reduce 
his bills any, because he uses more electricity. 

Mr. Ham. I think that is the tendency, that people are using more 
and more electricity all the time. 

The Chairman. You perhaps have answered this question, Mr. 
Ham, but I would like to ask you a concrete question. If the Public 
Utilities Commission should allow the Potomac Electric Power Co. 
10 cents per kilowatt-hour for its electricity, would the Washington 
Railway & Electric Co. then withdraw its application for an in- 
crease in fare. 

Mr. Ham. Why, gentlemen, that is a very leading question. I 
may not have made it clear, although I have tried to, that in making 
this application for relief to the commission we have based that 
application upon their own findings of fact, with which we disagree. 

We do not for a moment admit that a 6 per cent return is ade- 
quate. We do not admit that the valuation is sufficient. We differ 



198 BBGXJLATION OF PUBLIC UTHiITIES IN DISTRICT OF COLUMBIA. 

in very material grounds as to certain of the principles which the 
commission followed in figuring what is the net income. For in- 
stance, we maintain that their allowances for maintenance and de- 
preciation are inadequate and insuflScient, and do not provide for 
obsplescence, and are not in accordance with the public utilities act. 
So the companies here, I believe, will find it necessary to continue to 
carry on the fight which they should properly make, not only for the 
conservation of the interests of their security holders, but for what 
we believe is for the best interests of the public, which is that it is 
necessary that the public be served by prosperous public utility com- 
panies. Whether it would be possible for us to withdraw our appli- 
cation for relief before the commission which is now pending I do 
not know. Of course, we know this will bring us in some $400,000 
additional. According to the commission's own findings, I think 
we are entitled to something like $400,000 more than we are now 
getting. 

The Chairman. You think you are entitled to the $400,000 more 
as income on your investment in the Potomac Electric Power Co., 
without reference to the investment in the Washington Railway & 
Electric Co., is that it? 

Mr. Ham. That is not what we are maintaining. 

The Chairman. You say these questions are rather leading, but 
they are asked in the hope that we may get a more definite answer 
from you. 

Mr. Ham. What I understood you to ask me was whether, if we got 
relief in the form of a 10-cent rate for electricity, the Washington 
Railway & Electric Co. would be in a position to withdraw its appli- 
cation lor increased fare. That is what I understood your question 
to be. 

The Chairman. I did not understand you to answer it very, di- 
rectly, so I asked you the other question, as to whether I was to 
imderstand by your answer that you did not feel that the company 
could withdraw its application, even though the Potomac Electric 
Power Co. should be allowed to retain this additional earning. 

Mr. Ham. Well, it would be very hard to answer. That is, I do 
not understand how we can say just what the Potomac is entitled 
to, b^ause both our hands and those of the commission are tied by 
the injunction that was issued iby the court. 

The Chairman. Of course, unless you are willing to do that there 
will be no inducement, from the standpoint of the public or the 
Public Utilities Commission, to allowi you the 10 cent charge per 
kilowatt hour for electricity. 

Mr. Ham. There certainly would be an inducement to do it, because, 
if you have any faith in what we say, all we wiant is enough to live 
on. We are not trying to double-cross anybody, but we do insist 
that we are entitled to have enough to live on, and we further insist 
that it is the obligation of the commission to see that we get it. We 
do not care where we get it, whether from the Potomac Electric 
Power Co. or from the car riders. 

The Chairman. Assuming you are not able to convince the Public 
Utilities Commission that an 8 cent charge will not allow you enough 
to live on, or assuming that the Public Utilities Commission finds 
that 8 cents is enough to live on, then there would certainly be no 
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inducement for the Public Utilities Commission to allow you to 
charge 10 cents, unless you were willing to say, " We will withdraw 
our application for an increase of fare on the Washington Railway & 
Electric Co." 

Mr. Ham. We have alwiays indicated to the commission that it was 
our desire and intention to pool the earnings of both companies, if 
permitted to do so. It has been the commission's contention, on the 
contrary, that we should not be permitted to do that. 

Mr. Benson. Maj I ask you a question ? 

Mr. Ham, Certainly. 

Mr. Benson. Your proposition^ in answer to the chairman's ques- 
tion, is that if you were allowed to earn more from the Potomac 
Electric Power Co., and if that were enough to take care of your 
necessities, you would not ask for any increased fare. If it were not 
enough, you would ask for an increase, but not the whole amount 
that you would have to ask for if you were not given an increase on 
the Electric Power Co., is not that so ? 

Mr. Ham. That is it exactly, precisely.. 

The Chairman. You have studied this question, unquestionably, 
for two or three vears. Are vou not able to tell whether it would 
give you enough or not? 

Mr. Ham. Gentlemen, there is nobody who can tell what is going 
to be an adequate rate of fare for the future, because conditions 
are changing almost from day to day. Now, we recently had a 
coal strike. 

The Chairman. Let us strike out the future and say for the 
present. 

Mr. Ham. Well, the present is changing so rapidly that you can 
hardly keep up with it, but the figures which are presented in our 
last application to the commission show this : A net operating income 
within the District of Columbia for the month of November of 
$44,550, or an estimated annual income of $534,000, which is a return 
of 3.28 per cent, on a value of $16,296,000 placed on our properties 
within the District of Columbia by the public utilities commission, 
and is $4i3,000 short of the return of 6 per cent which the com- 
mission has stated as the least we are entitled to receive. 

The Chairman. Leaving out any speculation as to the future, 
or any uncertainties as to the present, if you had been allowed to 
charge 10 cents per kilowatt-hour for electricity up to date, would 
that have given you a sufficient return, with the 7 cent fare, or 
four tickets for a quarter, on the Washington Railway & Electric 
Co.? 

Mr. Ham. Yes. We have a very extraordinary condition. 

The Chairman. That would have been sufficient, without any 
increase of fare beyond the present ? 

Mr. Ham. Beyond the present rate. Here is the extraordinary 
situation of the Washington Railway & Electric Co. being in danger 
of having its system disintegrated, and the Potomac Power Co.'s 
treasury fairly bursting with securities which are being held as a 
fund to reimburse the consumers in case this decision of the courts 
is adverse to the company. We have Government bonds and every- 
thing else. 
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Mr. Benson. Would it be practical to estimate what you have 'i 
now ? I 

Mr. Ham. Something over $1,000,000. I think it is $1,074,000. 

Mr. Benson. How much short of a 7 per cent return is the Wash- i 
inffton Railway & Electric Co. now, up to date ? 

Mr. Ham. On a 6 per cent return we are over a million dollars 
short since September, 1918, according to the commission's way of 
figuring it, which is not our way. 

Mr. Benson. If this fund could be realized by legislation, or by 
act of the commission, and you were put back on a 10-cent rate, that 
would practically solve the problem, under existing conditions? 

Mr. Ham. Yes, sir; absolutely; it would put us m good financial 
shape, and it would give us an earning power which would enable us 
to reestablish our credit and adequately serve the public. 

Mr. ZiHLMAN. But this fund has accrued over a period of two and 
a half years? 

Mr. Ham. Yes, sir. 

Mr. ZiHLMAN. Your loss, you say, is since September, 1918 ? 

Mr. Ham. The loss on the railroad is since September, 1918. This 
fund began to accrue from August, 1917. 

Mr. Benson. How much is flie fund ? 

Mr. Ham. About $1,074,000. 

The Chairman. I would like to ask you a question about the first 
section of the bill, Mr. Ham. In any reasonable contingency, under 
the working out of the first section of the bill, if the gross tax pro- 
vision of the present law was repealed, that would practically relieve 
the Washington Bailway & Electric Co. of all taxation? 

Mr. Ham. All except real estate taxation. 

The Chairman. Suppose Congress should see fit not to repeal that 
provision and still enact some provision, such as is suggested in the 
bill, of taxing the returns over 6 per cent on a fair valuation, 50 per 
cent or 75 per cent, what would you say to that? 

Mr. Ham. You mean to keep the present provisions of the law as 
to taxation, and then insert these additional provisions? I do not 
see where that would help us or interest us particularly. It cer- 
tainly would not be any additional burden upon us at the present 
time, because so long as we are not earning that figure, it will be 
entirely 

The Chairman. I understood you to say that you did not think 
that the present gross tax was excessive or unreasonable, and that 
it was a very easy tax, compared with the way other railway com- 
panies are taxed. 

Mr. Ham. I think I made the statement that from what I know 
of taxation generally throughout the country, I do not believe that 
the total taxation on these companies is excessively high or is unduly 
high, with this notable exception, that wherever these service-at- 
cost plans have been introduced they have practically relieved the 
companies of all local taxation, it being recognized that it is in the 
interest of the public and of the car rider so to do. 

The Chairman. I think there would be some hesitation on the part 
of some people to pass a law which would relieve your company or 
any other company of all of its tax. 

Mr. Ham. Well, I can understand that some people might object 
to it. I think, from what we have read in the newspapers, of the 
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car riders objecting to it, that they are showing very poor judgment, 
because it is certainly in the interest of the car-nding public. It 
may not be in the interest of the property-holding public, but you 
must realize that the mass of the population are car riders, and if 
this form of regulation is to be adhered to I think the intention is 
to get rates which would give companies a reasonable return upon 
their valuation, and this relief from taxation is a direct benefit to 
the car rider, otherwise he would have to pay an increased rate to 
make up that amount of taxation. 

The Chairman. Of course, there are those who believe that a 
street-car ride should be free and that the public should take care of 
the whole burden. It seems to me that this would be a step in that 
direction. 

Mr. Ham. I think this is a very short step. I have never advo- 
cated, although I think there is a bill pending before Congress now, 
providing that the difference between the rate of six tickets for a 
quarter and whatever is the cost of the service shall be borne out of 
the public funds. I think that the contribution that should be made 
out of the public funds is when it is impossible to find a rate of fare 
which will be paid by the public so as to maintain the service. That 
is, if you get in a condition where there is no rate of fare that will 
be suracient to induce the owners to continue operation, then I think 
a direct contribution from the public funds is entirely justifiable and 
in the public interest, but I see a great difference in principle between 
the levying of a franchise tax on a franchise that for the present has 
no value and is disregarded by the Public Utilities Commission in its 
valuation, and the contribution from the public fund for the- benefit 
of the car riders. 

Mr. Benson. Is that a franchise tax? 

Mr. Ham. It is so stated on the bill that is received from the Dis- 
trict. It is called a franchise tax. 

Mr. Benson. Four per cent gross? 

Mr. Ham. It is called a franchise tax by the District. That tax, I 
think, if you go back to the original legislation, is a tax of 4 per cent 
on the gross receipts, which will be lieu of the taxation on tracks, a 
personal tax. 

Mr. Benson. You pay a tax on your real estate ? 

Mr. Ham. We pay a tax upon our real estate, but not upon our 
personal property. 

Mr. Benson. Not upon your tracks? 

Mr. Ham. Not upon our tracks. 

The Chairman. If this provision would work out in the way that 
former Commissioner Gardiner suggested it might, so that the Capi- 
tal Traction Co., instead of allowing itself to earn over 6 per cent 
on a fair valuation, should buy new equipment and build up its plant, 
etc., it would result not only in relieving you of taxation, but the 
Capital Traction Co. of taxation, and all of the present gross receipts 
tax would be wiped out, with nothing to put in its place. 

Mr. Ham. Yes, sir. If I understand the bill as it is written, it 
takes away from the District revenues all of the taxes now received 
from the railway companies, but I understood the chairman of the 
Public Utilities Commission, in explaining that bill, to say that that 
was not a matter that they were particularly interested in, whether 



202 REGULATION OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA. 

that should be put in a special fund or given to the regular tax fund 
of the District. 

The Chairman. I probably did not make myself clear, but former 
Commissioner Gardiner in his testimony, without any reference to 
where the tax goes, suggested that it would be folly for the Capital 
Traction Co. to allow itself to make more than 6 or 7 per cent on its 
valuation, and that the management, being composed of reasonable 
business men, would see to it that the earnings were sptot in build- 
ing up the system, buying new equipment, and so on, so that it would 
not have to pay any of this 50 per cent or 75 per cent tax. 

Mr. Ham. I do not take any stock in that argument, because that 
is why 

The Chairman. That was clearly advanced by Mr. Gardiner, you 
remember. 

Mr. Ham. I admit there is that tendency for the company not to 
build up any earnings simply to turn them back to the District, but 
there is a limitation as to what a company can do. That is one of 
the reasons why we have regulatory bodies which have the right to 
inquire into their methods of accounting and operating, to see what 
thejr are doing, and to prescribe rules they shall follow. Both com- 
panies are following accounting systems, the violation of which is a 
criminal offense, and I do not believe that the Capital Traction Co. 
is going to willfully conceal its earnings by unlawfully keeping its 
accounts or in wastefuUy spending its money. I can not emphasize 
too strongly my objection to the rates at which you begin that taxa- 
tion. 

The Chairman. It could increase its overhead or make its expenses 
exorbitant. 

Mr. Ham. I do not think that is likely to happen. There is a 
tendency, of course, with legislation of that kind 

The Chairman. Ought we, as public officials, to pass a law which 
is subject to that manipulation? 

Mr. Ham. I think you have the public utilities commission created 
for the very purpose of preventing that manipulation ; and they can 
prevent it, just as you have the Interstate Commerce Commission, 
which has been created to prevent undue practices on the part of 
some railroads. 

The Chairman. They can not prevent increasing the salary list, 
or can not prevent purchases of new cars and new equipment, and 
things of that kind. 

Mr. Ham. The commissioners have decided that they could do al- 
most everything, so I think they could do that. 

Mr. Bower. We could not purchase new equipment out of main- 
tenance; it would go to capital account. 

Mr. Ham. I do not think that is a valid objection. I think there 
is no doubt but what the company is going to maintain its property 
in a high-class condition and they are going to spend freely, but I 
do not think they are going to do it purposely to defeat the purposes 
of this legislation. 

Mr. BowEN. Mr. Ham, could they, under your system of account- 
ing, buy anything for capital account, or make any capital expendi- 
tures against maintenance? 

Mr. Ha3i. Absolutelv not. 
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Mr. Benson. They mdght, in case there was a later demand for 
increased wages to labor, yield to this demand and npt have any po- 
sition for yielding to it. 

Mr. Ham. It might do that under existing conditions. 

The Chairman. Theoretically, it might not, but practically it 
could find ways of increasing expenses. 

Mr. Ham. Most companies now do not have much opportunity to 
swell their expense accounts. 

Mr. Williams. What rate of fare are you asking? 

Mr. Ham. We are asking for 7 cents straight, and a charge of 
2 cents for transfers. 

Mr. Williams. It will require that to bring your return up to 
6 per cent on the commission's valuation ? 

Mr. Ham. I think so; yes, sir. 

Mr. Williams. If your position as to the value of the property 
be sustained by the court, then you will need increased rates ? 

Mr. Ham. If conditions remain the same ; yes, sir. 

Mr. Wheeler. If the court sustains your valuation, what will the 
rate be? 

Mr. Ham. I presume the action of the court will be as it usually 
is, some compromise between the valuations of the two parties. That 
is the usual way such things are settled. Neither side is upheld 
entirely. 

Mr. Williams. You contend that the value of your property is 
the value of your outstanding stocks and bonds, substantially? 

Mr. Ham. No; our estimates of value, as submitted, run to con- 
siderably higher figures even than our outstanding stocks and bonds. 
We have followed alon^ the same line of evidence which the com- 
mission followed — that is, we took reproductive costs and historical 
costs — ^but they ignored many of the elements which we included, 
and then we had other fundamental differences of opinion as to 
what was properly included in the value. 

Mr. Benson. This is the last question I want to ask you : If you are 
paying about 9 per cent on the stock of the power company and are 
earning a little under 6 per cent, or about 6 per cent, the power com- 
pany is undercapitalized instead of overcapitalized, is it not? 

Mr. Ham. We think it is undercapitalized. 

Mr. Benson. That is not overcapitalized according to the figures. 

Mr. Ham. But there is another explanation of that, to be entirely 
frank. The commission found certain rates of depreciation, and has 
not yet prescribed rules surrounding the use of those rates. In the 
meantime the Potomac Co. is under contract in its mortgage to 
write into its accounts a certain amount of depreciation — ^that is, a 
certain expenditure for maintenance and depreciation — and we are 
continuing to write into our accounts a considerably less sum than 
the commission said it was necessary to properly provide for depre- 
ciation on the property, so that as we are writing up the accounts 
for the Potomac Co., the depreciation is less than the commission 
found was proper. That accounts for a large part of that difference. 

(Whereupon the committee adjourned to meet to-morrow, Thurs- 
day, February 12, 1920, at 10 o'clock a. m.) 
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Committee on the District of Columbia, 

House of Representatives, 
Thursday^ February 12, ]920, 

The committee met at 10.25 o'clock a. m., Hon. Carl E. Mapes 
(chairman) presiding. 

The Chairman. Gentleman, a committee of the different organi- 
zations in the Bureau of Printing and Engraving has called on me at 
different times in the last few months in the interest of some pro- 
posed legislation affecting the street car companies here in the Dis- 
trict, and my understanding is that at the instigation of this com- 
mittee, Mr. Romjue, of Missouri, introduced a bill, H. R. 9806, to 
enable the Capital Traction Co. to acquire the stock, franchise, and 
property of certain street railway corporations in the District of 
Columbia. This committee from the Bureau of Engraving and 
Printing has asked at different times for the privilege of addressing 
our committee in behalf of this bill. Mr. Edward R. Williams is the 
chairman or the representative of that committee from the Bureau, 
and we shall be glad to hear from him this morning. I asked Mr. 
Romjue to notify him yesterday that we would be glad to hear the 
representatives irom the Bureau of Engraving and Printing and 
anybody that they might suggest in behalf of this bill. 

STATEMENT OF HE. EDWABD E. WILLIAMS, CHAIEMAN OF THE 
ALLIED TEADES, BUEEAXT OF ENGEAVING AND FEINTING. 

The Chairman. Mr. Williams, for the record, will you give your 
name and whom you represent? 

Mr. E. R. Williams. Edward R. Williams, chairman of the Allied 
Trades, Bureau of Engraving and Printing, and also representing 
the Government employees. Mr. Chairman, at the request of the 
organizations that I represent I addressed a note to Mr. Romjue 
last night, which reads as follows : 

Washington, D. C, February 11, 1920. 
Hon. M. A. Romjue, 

House of Representatives. 

My Deab Mr. Romjue: Will you be good enough to have inserted in the 
hearings before the District Committee the following information in favor of 
the Romjue merger bill : 

1. A petition from the Government employees representatives expressing their 
best thought on the pending bill. 

2. An explanation of the bill. 

3. How the Philadelphia plan under which the Rapid Transit Co. is operating 
on a 5-cent-fare basis, and making money for its stockholders. 

4. Digest of the Cleveland Railway Co., known as the Cleveland service at 

cost plan. 

5. Mayor James Couzens's plan to own, maintain, and operate a street rail- 
way system in Detroit. 

Very truly, yours, 

Edward R. WiojAMr. 

Now, at the request of the organizations which I got together for 
the purpose of drawing up a petition to present to this committee, I 
am instructed to submit this memorandum in the way they have 
drawn it, and with your permission I will read it. 
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Washington, D. C, December 5, 1919. 

Hon. Carl S. Mapes, 

Chaimum Committee on the District of Columbia, Washington^ D. C: 

1. Memorandum on behalf of the citizens of the District of Columbia in sup- 
port of H. R. bill No. 9806. 

We, the undersigned citizens of the District of Columbia, respectfuly request 
that a date be set for hearings on the bill introduced on October 8, 1919, by 
Ilepresentative Romjue, for the merger of the traction lines in< the District of 
Columbia. 

There are, in the District of Columbia, upwanl of 400,000 people, and a very 
large number of them are members of the citizens* associations and trade 
organizations. For purposes of convenience these organizations have formed 
representative bodies as citizens' associations and trade organizations, com- 
posed of representatives regularly and formally elected by each organization, 
and, in addition, a president, secretary, and treasurer chosen from the organi- 
zations at large. Accordingly, as at present constituted, these officers are 
authorized to represent and speak for the people whom they represent. 

Of the people in the District of Columbit, in round numbers, 400,000, fully 
70,000 are householders, having their own homes either owned or rented, and 
these homes are located in various portions of the District of Columbia, some 
at great distances from their work, many of them being in the suburbs of the 
city. The remaining live in apartments or boarding houses similarly located in 
reference to distance from their work, and almost, without exception, nearly 
all of the people of the District of Columbia are under the necessity of using 
the street railway roads for the purpose of going to and from their work. 

In very many, and, indeed, the great majority of cases, the workers have 
selected their places of residence with regard to reasonableness of rent, and the 
corresponding decrease of call upon their resources in the matter of the cost of 
living, and, in this connection, the convenience of street car service has also 
been considerable of a factor. Accordingly, the increase of expenses to them 
in transportation is a matter of great importance, especially. In view of the 
prevailing rates of their compensation. Of the very large number of employees 
in the departments, fully one-half are low-salaried, and by these even a slight 
increase of expense is seriously felt. 

After careful consideration of the Increase granted the railroad company, 
and its effect, shows that In the case of the many workers their car fare, each 
way, in going to and from their work, would reach the sum of 14 cents, and 
sometimes 28 cents a day. It thus appears that In allowing 313 working days 
to the year, the cost to the former class would be $43.82, and to the latter 
$86.64 a year ; in either case an appreciable percentage of the compensation of 
each. 

While, therefore, it might be thought necessary and proper to give due con- 
sideration to the financial necessities of the railroad company, which lies back 
of the granted increased rate, it is earnestly submitted that an equal considera- 
tion should be given to the situation and necessities of the patron upon whose 
support the company depends for Its revenues. 

The straight advance of fares has affected all the lines and both systems. 
One of the two systems is not In need of additional revenue. The raise In car 
fares throughout the District of Columbia and Maryland has added materially 
to the income of one company and swells Its profits. 

After a labor of over five years, the Public Utilities Commission has re- 
ported the physical valuation of the two traction companies. When the com- 
mission was met with the companies' request for higher fares It was com- 
pelled to establish the Increase without a fixed basis of valuation and proper 
return from Investments. The valuations are essential to the reckoning of 
the fares. They are of the utmost Importance at present In connection with 
the endeavors to affect the consolidation of the two companies. Naturally, 
each corporation desires that the properties be rated at the highest possible 
figure. 

The public wants good service from the street railways and at the lowest 
fare possible, with the right of the companies to earn reasonable dividends, 
and we trust that there will be a bill passed to merge street railways that 
will decrease the fares that are not justified by the proper needs of the com- 
panies. We would welcome an arrangement bringing the two systems under 
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a single ownership and management on terms Just to the stockholders and 
assuring stable condition^ in the future. 

We, therefore, wish to take this opportunity to unanimously indorse the 
proposed Romjue merger plan of the traction lines by the consolidation of the 
Capital Traction and Washington Railway & Electric Cos« on the basis of 
the valuation recently announced by the Public Utilities Commission. Rep- 
resentative Romjue*s bill, if adopted, would accomplish these things, H'lz: 

Guarantee a reasonable return to the companies without increased taxation. 

Restore the price of the street car fare to 5 cents or 6 tickets for 25 cents. 

Provide free, universal transfers. 

Give the public a representative on the board of directors. 

Vest the ownership of track and roadbed extensions in the District. 

In our judgment. Congress and the companies ought to recognize that a street 
railway system in a city such as Washington is very much more than a neces- 
sity or convenience, and is, in fact, a public matter of the highest Importance 
with which the general welfare of the city is intimately connected. 

We believe that a merger might be effected either by the formation by an 
act of Congress of a third company to take over the other two upon some 
agreed basis of purpose, or the purchase by the Capital Traction* Co. of the 
Washington Raihvay & Electric Co. 

Our thought was that if the public is represented on the board of directoi-s, 
and the expenditures of the company largely regulated by the Public Utilities 
Commission, would render it assured that no money was being Improperly or 
extravagantly used, and that no one could object to a fair return to the stock- 
holders based upon the valuation of the property by public authority. 

In conclusion, we wish to state that the central thought, In our mind, is 
the recognition by Congress, by the people, and by the companies of the 
essentially public nature of a city street railway system, the necessity for 
cheap and adequate transportation for the people. 

Mr. Ham told the commission. In reply to a question, that he was in favor 
of any merger with the Capital Traction Co. that would do justice to the 
stockholders of both companies. 

Asked by Chairman Kutz wliat he meant by justice to the stockholders, 
Mr. Ham explained that he did not believe that a merger on the basis of the 
valuations placed upon the property of the company by the commission would 
be a fair one. He said it might be possible, at some time, to bring about a 
merger, but that the present need of the Washington Railway & Electric Co. 
for financial relief is too urgent to wait upon a solution as complicated as ii 
Dierger. 

Very respectfully, 

Gertrude McNally, Federal Employees; Trade Women's League; 
Herbert P. Leeman, Washington Navy Yard; W. D. Clark, 
Plate Printers; W. H. Keeler, Edward R. Williams, Matilda 
Lindsay, Bureau of Engraving and Printing; William J. Hen- 
derlcks. Government Printing Office; William McK. Clayton, 
Brightwood Citizens* Association; Nora A. James, President, 
No. 105, Women Employees. 



Washington, D. C, February 12, 1920. 
Hon. C. A. Mapes, Chairman. 

Deab Sib: The Washington Railway & Electric Co., in our judgment, has not 
played fair, and the people are aware of that fact. We hope and are satisfied 
that this committee will consider the social aspects in the solution of this 
matter. It is almost entirely a social problem, and during the last street car 
strike great pressure was brought to bear on the administration to settle the 
strike by men who never used the street cars at all — by business men, Gov- 
ernment officials, and owners of stores, who used their own motor cars. They 
were interested from the standpoint of how it affected their business and 
workers. If we don't settle the problem on social lines, we believe the time 
will come when the manufacturer, merchant, and Government will not put 
up with the inconvenience and embarrassments as it does now. 

While the main burden of paying for street car service should be placed on 
the street car rider, we do not believe that it all should rest there, but that 
some of it should be transferred to the shoulders of the manufacturer, mer- 
chant, and Government, the office-building owner, and others, who should 
help bear the burden of getting the worker to his job. 
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We believe in putting the responsibility for public service of this kind on 
the public and not on private officials, and that just as cities control and 
operate their water supplies, their system of education, their collection of 
garbage, and matters of health, they should have full control of their transpor- 
tation systems, which is just as essentially a municipal concern. 

The people of Philadelphia have not yet paid above 5 cents for a street car 
ride in that city, despite the huge increases in expenditures during the war, 
and their single traction company has paid to its stockholders 5 per cent on 
investments; there have been no strikes; and the motormen, conductors, and 
other employees are said to be the best paid men in the United States, and 
this company added $1,750,000 to its annual pay roll in August, 1918, and 
in August, 1919, added $2,250,000 more. The president told his coworkers that 
" We will overcome the cost by withdrawing all duplicated or unnecessary 
servjce and removing all wasted effort in car schedules." 

There will continue to be wasted efforts in this city as long as there are two 
companies with heavy overhead charges, due to two sets of managements, 
including duplication of service, because there is no interchange of cars. It is 
hoped that the knowledge gained from what the Philadelphia Rapid Transit 
Co. has accomplished on street railway affairs will impress upon this committee 
the necessity and wisdom of forcing a consolidation in Washington ; and unless 
Congress does take the affirmative action we are afraid there will be no merger, 
as there may be too many conflicting interests in the present private-ownership 
plan for a voluntary merger to be brought about. Chairman Mapes said that 
criticism had been made that the bill under consideration seems to be generally 
for the benefit of the two street car systems and that little of it is for the 
benefit of the public. He asked Commissioner Kutz to state frankly what is 
hoped to be accomplished by the bill. 

Despite the fare raise granted last fall, effective until March 1 next, the 
Washington Railway & Electric Co. is earning a fraction over 3 per cent. 

In contrast, the Capital Traction Co., which did not request a fare increase, 
is making between 12 and 14 per cent, compared to 7 to 8 per cent earned under 
the straight 5-cent fare. 

In the report of hearings before the Federal electric railway commission, 
under date of September 29, 1919, President Mitten presented a comprehensive 
outline of the " Philadelphia plan," under which the Rapid Transit Co. is oper- 
ating on a 5-cent fare basis and making money for its stockholders. 
Very respectfully, 

Edwasd R. Williams. 

We wish to explain in the " Romjue merger plan " of the traction lines, by 
the consolidation of the Capital Traction Go. and Washington & Electric Co. on 
the basis of the valuations just recently announced by the Public Utilities Com- 
mission with a guaranteed retuili to the companies of 6 per cent or 7 per cent 
and a provision for making good any deficit out of unappropriated District 
funds in the Treasury,, this merger plan was advanced by former Corporation 
Counsel Conrad H. Syme for permanently solving Washington's traction 
problem. 

Mr. Syme's proposal, growing out of his five years of active association with 
the valuation work, promises a revival of the merger agitation along new lines. 
His plan, if adopted, would accomplish these things: 

Guarantee a reasonable return to the companies without increasing taxation. 

Restore the price of a street car ride to 5 cents or 6 tickets for 25 cents. 

Provide universal transfers. 

Give the public a representative on the board of directors. 

Vest the ownership of track and roadbed extensions in the District. 

Relieve the companies of taxation. 

Mr. Syme was careful to say that this plan represents his own personal 
views and can not in any way be regarded as refiectiitg the views oi the Public 
Utilities Commission. He says that, in his judgment, Congress, the companies, 
and the citizens ought to recognize that a street railway system in a city such 
as Washington was very much more than a necessity or a convenience and 
was. in fact, a public matter of the highest importance, with which the general 
welfare of the city was intimately connected. 

He said he believed a merger might be effected either by the formation by 
act of Congress of a third comrmny to take over the other two upon some agreed 
basis of purchase, or the purchase by the Capital Traction Co. of the Washing- 
ton Railway & Electric Co. 
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Purchase figures tentatively suggested by Mr. Syme approximate the allow- 
ance of par for the Capital Traction stoclc, and 75 or 80 for the preferred stock 
of the Washington Railway & Electric Co., with from 20 to 25 for the common 
stock of the latter corporation. 

" I am frank to say," he continued, ** that I do not believe the common stock 
has practically any value, but it probably would have to be allowed a value if 
a merger was to be effected." 

As to the outstanding bonds of the Washington Railway & Electric Co., it was 
the opinion of the former corporation counsel that these could be refunded in 
the bonds of the consolidated company at something near their present market 
value, and a saving in interest charges effected. 

Mr. Syme went on to say that, in his Judgment, if the merger was effected 
the public should be represented on the board of directors ; that all extensions 
of the track and roadbeds should be made and owned by the District; that a 
f&ir return of 6 per cent or 7 per cent should be allowed the stockholders of 
the consolidated company based upon the present valuation ; that a fare of 
5 cents or 6 tickets for 25 cents, with universal transfers, should be estab- 
lished ; that the company, in which the properties were consolidated, should be 
recognized as /i public institution, and that it should be relieved of all taxa- 
tion of every kind and character, and that, annually, after all operating ex- 
penses, maintenance, fixed charges, depreciation and operating betterments had 
been satisfied, and a fair rturn paid to the stockholders, any deficit should 
be made up and paid out of the funds of the District in the Treasury. 

Mr. Syme thought the fact that the public was represented on the board of 
directors, and the expenditures of the company largely regulated by the Public 
Utilities Commission, would render it assured that no money was being im- 
properly or extravagantly used, and that no one could object to a fair return 
to the stockholders, based upon the valuation of the property by public author- 
ity ; that this return should probably not be more than 7 per cent, as it would be 
a guaranteed return, and as all extensions would be made and owned by the 
District, the necessity of the company to borrow money would be greatly re- 
duced. 

Mr. Syme said, in conclusion, that the central thought in his mind was the 
recognition by Congress, by the people, and by the companies of the public 
nature of a city street railway system, the necessity for cheap and adequate 
transportation for the people, and the duty to relieve such a public agency 
of all burdens of taxation. 
Respectfully, 

EdWABD R. WttUAMS. 

Philadelphia, September 24, 1919, 
Hon. Chables E. Elmquist, Chairman, ^ 

Federal Electric Railways Com/mission^ Washington, D, C.:. 

Your request that I give information relative to the Philadelphia solution of 
the traction question has been received. 

In compliance therewith there Is now in immediate preparation, under my 
instructions, a condensed review of the Philadelphia traction story, in which 
is being included, for your Information, summaries, and extracts from the 
original papers and statements that we have printed along the way. It may be 
you will desire to make this forthcoming word picture a part of your records. 

Pending its completion, I am sending this brief forecast of what the finished 
story will show. 

RESULTS SECUTlEl) UNDER COOPEKATIVE PLAN, 1911-1919. 

A. Eight months' report of operation, January-August, 1919, just issued, show- 
ing proportionate amount of all yearly charges and the 5 per cent dividend 
earned with a continued 5 cent fare; operating ratio (excluding taxes) 16.79 

per cent. 

B. Eight-year report for period ending December 31, 1918, showing as it does, 
the result of coperative effort. Public patronage increased from 288 to over 400 
rides per capita since 1910. Fares decreased from average of 4.13 cents to 
3.98 cents per passenger. Car equipment modernized and service much im- 
proved. Wages increased 154 per cent from average of $622 to $1,589 per annum. 
Collective bargaining and cooperative welfare established with protection of 
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$1,000 life insurance to every employee. Transformation of the inherited 1910 
deficit of $318,006 into a surplus of $4,482,119 in 1918; $3,597,578 in addition 
l)eing meanwhile paid to P. R. T. stockholders In dividends at the rate of 5 
j)er cent per annum commencing in 1916. 

C. Abstract from annual reports of P. R. T. covering the period from forma- 
tion of the company in 1902 up to incoming of Stotesbury-Mitten management in 
1911, showing the trend of events resulting in transformation of eam^ surplus 
in 1903, $405,888, to deficit from operation of $1,222,735 for the year 1910, with 
the accompanying exhaustion of corporate assets and impending bankruptcy. 
To this will be added extracts from the pamphlet describing " proposed loan of 
1911 " embracing, as it does, the several letters outlining the scope of and 
reason for Mr. Stotesbury's undertaking the task. It might be well to explain, 
that as a first bid for public support, the interest of every newspaper was at 
the outset secured by my personally urging the righteousness of our undertaking 
and the need of establishing public confidence by a frank and fair statement of 
-every change as made and the actuating reason therefor. The fiu campaign, 
with its aggressive publicity, and the successful fight for skip-stop continuance 
will be referred to, as will also the " committee of 13 " and their wonderful 
work, as showing the need of broadminded activities and also of untiring per- 
sistence in the interest of continuing economies essential to the low-operating 
costs which made possible the basic fare of 5 cents. 

THE COOPERATR'E PLAN OF 1911-1918. 

A. Abstract of the printed booklet containing the cooperative plan, issued in 
1918 folJowing the indorsement of the War Labor Board, will review at some 
length the struggle of the period 1911-1918 and will describe the collective-bar- 
gaining feature. 

The fact that the election of employees' representatives by secret ballot In 
1918 was, at the request of the War Labor Board, conducted under the personal 
direction of the War Labor Board's representative. Is notable, as this com- 
pleted the performance necessary to the unqualified Indorsement evidenced by 
letter of the War Labor Board's chief examiner, Mr. E. B. Woods, under date 
of December 10, 1918, stating that the plan for collective bargaining established 
among the workers of the Philadelphia Rapid Transit Co. was not only 
Indorsed by Mr. Taft and Mr. Walsh, but that in addition, the entire board 
unanimously agreed that the general intent and spirit of its provisions were 
entirely in accord with the principles of the board. 

B. The two-day picnic of the employees, September 3 and 4, 1919, at Willow 
Grove — the 50,000 attendance, the 99i per cent membership, the expressions of 
the men as contained In the talks of the employees' representatives, the speeches 
of Chairman Elmqulst and Chairman Alney, and my own talk at the picnic 
dinner will be reproduced for the information of the commission. In these 
troublous times It will be difficult for the members of the commission to under- 
stand how this oasis In the desert can possibly exist, and I am only sorry that 
the whole commission could not have been at the picnic to absorb the atmosphere 
of confidence and contentment which provoked the notable expression contained 
In Chairman Elmqulst's speech, giving to cooperation an added meaning, in that 
to us it now also spells patriotism. 

C. The cooperative booklet containing the plan of August, 1911, describing the 
putting aside of 22 per cent of gross earnings Into a wage fund, will be In 
evidence, as will also all printed matter significant of the various moves under- 
taken from time to time to Inspire confidence In the good Intent of the man- 
agement, and to show the firm stand maintained In support of the well-defined 
principles and established policy as set forth In the plan. 

In the cooperative plan of 1918 It was made necessary to depart from the Idea 
of participation In proceeds as contained in the cooperative plan of 1911 as a 
war-time expedient to bridge over a very difficult period. High wages will be 
continued, and In addition, the return to a plan of participation by our em- 
ployees in the results of their extraordinarily effective service Is now being 
given careful consideration. 

The cooperative plan, as presented to the unions In 1911, and their signed 
agreement to abide by the vote and thereafter cooperate under the plan will be 
of Interest. The troublous days of misunderstanding and misrepresentation 
will be reviewed from the Cooperative Bulletins 1 to 27, which carried the 
men and management through to the clearer understanding and complete confi- 
dence of the present day. 
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D. As showing progress along the way, there will be introduced an account 
of the hearings of the earlier Federal Industrial Relations Commission with 
which Mr. Walsh was so prominently identified and before which I gave evi- 
dence at the Philadelphia hearings in 1914. 

E. Dashboard and bulkhead advertising and its effect in spurring on the 
activities of the men have been most useful in securing cooperation as between 
men, management, and car rider. The letters issued in folder form to all em- 
ployees under dates of May 28 and August 13, 1919, urging salesmanship and 
increased patronage to overcome increased cost, which received such wide 
publicity through the press, represent a high note in this endeavor. The bulk- 
head showing that high fares make riders walk — low fares make walkers 
ride — more fares make low fares, represent top notch in keeping the attention 
of the car rider on what we are trying to do and creating a desire on his part 
to cooperate in making it an accomplished fact. 

PHILADELPHIA'S EXPEBIENCE. 

The view of the Philadelphia situation will be considerably clarified when it is 
understood that Mr. Stotesbury*s interest in the situation is not one of owner- 
ship, in that neither he nor I have any financial interest in the securities of 
the street railway company. 

Mr. Stotesbury is interested in accomplishing something worth while for the 
city of his birth, while my own ambition in this regard is to demonstrate that 
there is a real and rational way by which the vexed problep may be solved. 
My long experience covering nearly 25 years of continuous active service has 
been devoted to this task, viz : 

1895-1900. Milwaxikee — from superintendent to general manager. 

1900-1905. Buffalo — from superintendent to general manager. 

1905-1911. Chicago — from vice president to president. 

1911-1919. Philadelphia — chairman, executive committee. 

Results here secured are thrown into bold relief by comparison with condi- 
tions existing elsewhere. P. R. T., with almost 5 per cent less employees than 
in 1910, is now producing over 98 per cent more effective traffic units per em- 
ployee ; this as against results secured on the Pennsylvania Railroad, contained 
in a speech by Vice President W. W. Atterbury as reported in the public press, 
wherein the number of employees is said to have been increased 14 per cent, 
the output (or effective trafl[ic units) being 11 per cent less than in prewar days. 
The case of the Pennsylvania Railroad, showing decreased production, is but 
one of the many instances wherein the effort to increase production has given 
way to the great struggle upon the part of labor to secure a larger wage for a 
smaller amount of work. 

Aside from the urgent necessity of helping to make up for the shortage of 
necessaries occasioned by the war in Europe, it stands to reason that capital 
and labor can not divide that which does not exist and that more of everything 
essential must now be produced in order that there may be more with which 
to supply our needs. If the forces of labor and management will combine so 
effectively as to' produce almost 100 per cent more per man, as we are doing 
here through cooperative effort, much, if not all, that is required to overcome 
the higher cost of living will have been accomplished. 

The keystone of all success as between men and management is confidence. 
Distrust breeds discontent. Confidence begets confidence and cooperative effort 
then becomes possible. The confidence of the men in the management, and 
likewise the confidence of the management in the men is what makes Philadel- 
phia stand out in accomplishment. 

Philadelphia is almost alone in its position of antagonism to " cash-box fare 
collection " or any system which tends to show a lack of confidence in the con- 
ductor. It can hardly be expected that a self-respecting employee will take 
seriously the statement that he is our partner if we require the action of the 
passenger to assure us that the fare collections are being properly made. 

So much for confidence and its god-child — cooperation. 

Frank statement, fair dealing, and honest purpose with patience and perse- 
verance may be counted on in the long run to win the support of a community. 

The public have for so long been befooled and bedeviled that they are now 
In a mood to question the demands not only of capital but also of labor. This 
feeling is growing in its intensity as the citizen of inquiring mind discovers that. 
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while all about is heard the demand for a living wage, yet all evidence of mer- 
chants is to the effect that the wage earner is now demanding the most expen- 
sive class of goods and buying with great prodigality. The owners of automo- 
biles among the wage earners have become legion, and it would seem that the 
difficulty now is as much with the higher price of gasoline as with the increased 
cost of our daily bread. 

My own statement before the Pennsylvania Public Service Commission in the 
;3-cent Exchange Case may be taken as an example of frank statement showing 
the willingness of this management to jeopardize its own case rather than 
refrain from putting forth all the facts necessary to the knowledge of the pub- 
lic-service commission. This statement will also be useful in setting forth our 
position as against city paving and other burdens of like character being placed 
on the back of the car rider and reiterates our conviction that such charges 
should be covered by general taxation and that the car rider should be given 
the fullest value for his 5-cent piece that cooperation between the public, the 
men, and the management can be made to produce. 

THE EXPEBIENCE OF OTHEB CITIES. 

The so-called service-at-cost plans are already proving a disappointment, for 
the reason that neither men nor management are paid according to the excel- 
lence of their work. 

Boston is one example where expenses have mounted skyward and no fare, 
possible of collection, has been found sufficient to meet the added cost of pro- 
duction. 

Cleveland has already nullified Tom Johnson's accomplishment of sweating 
profits from the owners and thus reducing rentals, by showing an inability to 
now produce its very short ride at 5 cents without charging an extra 1 cent 
for transfer. The city of Cleveland paves its own streets and in addition pays 
its street railways in money for services sometimes required to be supplied 
gratis by the street railways in other cities. The public of Cleveland stands 
for much latitude in operating methods, in order to keep the fare down, while 
the contest between the men and the management as to which should get added 
compensation first goes merrily on. Surely the answer lieth not in this direc- 
tion. 

TBffi FUTURE IN THE LIGHT OF PHILADELPHIA'S EXPERIENCE. 

Receiverships will in the near future make necessary many adjustments as 
between companies and communities. Readjustments should be approached in 
a spirit of fairness by both parties ; and no advantage should be sought by com- 
munities because of the present condition of the companies in so far as it has 
been occasioned by the European war and the excessive costs resulting there- 
from. 

Valuation of properties, when resorted to as a basis of fare adjustment, 
should be made upon the then cost of reproduction, together with the added 
cost of producing a condition of readiness to serve. I have no patience with 
the contention that any community may now properly expect a valuation to 
be based on prewar prices or the costs of earlier years. The only justification 
for such a claim would lie in the supposition that, instead of enjoying increased 
values in common with others, the companies were to be in some way assured 
of a continued reasonable return upon the invested capital. Communities did 
not give street railway companies any such assurance. The companies took 
the same risks of profit and loss as did the investor in other kinds of property, 
consequently in such a time of readjustment, it seems only just that the com- 
munities should ie willing to establish a fare sufficient to pay a proper return 
on that sum representing the amount which it would cost the ctiy Itself to 
reproduce the property used and usable in transporting the people, 

Philadelphia's plan is not offered as a cure-all for other cities. Every situa- 
tion has its own peculiar difficulties to overcome, but in the light of this experi- 
ence, it is our plain duty to decry the thought that there is any cure for the 
present trouble excepting that which lies in honest dealing, efficient manage- 
ment, effective workers. 

T. E. Mftten, 
President Philadelphia Rapid Transit Co, 
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DIGEST OF OBDINANCE NO. 48845-A. 

AN ORDINANCE Granting a renewal of the street-railway grants of the Cleveland Rail- 
way Co., fixing the rates of fare, regulating transfers, and terminating existing grants. 

Whereas the Cleveland Railway Co. Is the owner of a system of street rail- 
roads within the city of Cleveland, and 

Whereas, ordinance No. 16238-A, passed December 18, 1909, as amended by 
ordinance No. 20809-B, passed July 10, 1911, and ordinance No. 29292, passed 
May 19, 1913, and as supplemented by ordinances granting rights to build and 
operate extensions of tracks and by ordinance No. 47673, passed August 3, 1918, 
contains provisions as follows: 

(Digest of sections follows:) 

Sec. 40. The company shall have right, whenever the unexpired term of this- 
grant or any renewal thereof shall be less than 15 years, to fix, charge and 
collect the maximum rate of fare provided in section 22 hereof, during which 
period the right to control the schedules for the operation of cars shall be in the 
company and not in the city, except that the city shall not be deemed to have 
surrendered its police power to require such proper and reasonable service as 
may be required by the needs of the traveling public. The company shall con- 
tinue receiving sums provided by section 16 hereof during said 15 years out of 
the Interest fund, and whenever amount credited to Interest fund be more than 
$500,000 by the amount of $200,000 excess above $500,000 shall be by the com- 
pany applied to reduction of capital value of the company as that term is de- 
fined in section 16 hereof. 

Sec. 41. City shall have right to pass an ordinance In renewal of the 
rights hereby granted, and upon passage of such ordinance, company shall at 
once accept the same. In case of Its failure to accept the same, provisions of" 
section 40 hereof shall cease to operate, and city shall have powers provided in 
section 9 hereof, and rates shall continue to be those fixed by the city council, 
or by arbitration, under provisions of this ordinance, without reference to sec- 
tlon 40. 

Sec. 43. Any ordinance passed In renewal hereof shall be deemed not to im- 
pose any substantial burden upon the company In addition to those Imposed by 
this ordinance, except to time of expiration, or that the right reserved to the city 
in section 33 may in such renewal ordinance be made continuously operative 
from January 1, 1918, or differs from this ordinance In such particulars only as 
may be agreed upon between the city and company," and on May 1, 1919, the- 
unexpired term of said grant, unless renewed before that time, will be less than 
15 years, and the rights of The Forest City Railway Co. et al. have been termi- 
nated and merged in The Cleveland Ry. Co. by ordinance No, 16238-A and all 
debts of said companies have been paid, and it is the common desire of the city 
and The Cleveland Ry. Co. to continue In force present arrangement as In No. 
16238-A In the preamble, hereby adopted and re-affirmed. Now, therefore, be it 
ordained, by the Council of the City of Cleveland, Ohio : 

Section 1. Words " The Cleveland Railway Company," " the company," or 
company " shall be held to mean and Include the Cleveland Railway Co., and the 
words " the city " shall mean city of Cleveland ; and officers mentioned by the 
names of their offices or their descriptive designations shall mean the incum- 
bents of any offices hereafter created performing functions similar to those now 
imposed by law upon the officers designated herein. Wherever expression, 
" taking effect of this ordinance," Is used (except in section 46), It shall mean 
the forty-first day after passage of ordinance. 

Section 2. Cleveland Railway Co. granted a renewal until the 1st day of 
May, 1944, of right to maintain and operate Its existing street railroad as they 
now exist In Cleveland, said maintenance and operation to exist over streets 
mentioned In said section, also along the public ways and places mentioned- 
therein. 

Section 3. Motive power for operation shall be electricity, or such other as 
council shall approve, construction and equipment to be first class and to satis- 
faction of city. Tracks to conform to general ordinances of city. 

Section 4. Right given to company to maintain Its present lines of poles and 
wires, with privilege and right to erect and maintain such as are necessary, 
and wherever any of routes provides for or includes private right of way or 
property, the company is granted the right to maintain and operate its tracks 
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on and across any and all intervening streets and to maintain its poles and 
wires necessary to such purpose. ' 

Section 5. Reservation to city of right to grant the right jointly to occupy 
and use for street-railroad purposes in territory described in this section the 
whole or any part of the tracks, poles, wires, and electric current herein 
authorized to he maintained and operated and all other appliances and power 
to be used for street-railway purposes, said territory being known as the cen- 
tral district of the city. 

Section 6. Company shall not be required to pay any car-license fee, but its 
stock, equipment, construction, and maintenance of the street railroad to be 
subject and governed by general street-railroad ordinances now in force, or any 
passed not inconsistent herewith. 

Section 7. Company to maintain in constant repair pavement within a space 
of 7 feet in width for single track and for double track the entire space between 
the outer rails of both tracks, including space between the two tracks and 
1 foot outside of each outer rail, not to exceed 18 feet, except about curves. 

Section 8. The company shall continue the most modern system of fare col- 
lection by fare boxes or otherwise. 

Section 9. This section specifies the manner in which the company shall 
regulate and control the running of its street cars, together with provisions 
as to how same shall be improved, and that the cars shall run according to 
the regulations fixed by the city, and the city reserves to itself the entire con- 
trol of service, including right to fix schedules and routes, etc., character of 
cars, to Increase or diminish service, and in case of lack of moneys, com- 
pany shall have right to recoup any losses sustained in manner fixed by 
board of arbitration, to which question of the continuation of such service has 
been submitted. 

Section 10. Mayor of city may designate street railroad commissioner, and 
city may remove him at any time, but city shall notify company of name and 
address of commissioner. Commissioner shall act as technical adviser of the 
council of the city in matters affecting interpretation, meaning, or application 
of any provisions of this ordinance, quality of service, cost therefore, or rate 
of fare, etc. He shall keep them Informed of expenditures, etc., and shall take 
up with the company matters affecting the bookkeeping of the company, and in 
case of disagreement, matter to be submitted to committee on standard 
classification of accounts of American Electric Railway Accountants' Asso- 
ciation, the decision of whom shall be final. Mayor may designate substitute 
for commissioner In case of his absence, notice whereof to be given to com- 
pany. 

President of the company, or in his absence such other as by-laws may pro- 
vide (by-laws — a copy of them — to jie furnished city), shall represent company 
in all matters relating to supervision or performance of duties hereby intrusted 
to commissioner. Company shall furnish to city commissioner suitable rooms 
in connection with general oflfices of company, ofllce furniture, etc. City 
street railroad commissioner to receive salary to be fixed by council, not ex- 
ceeding $1,000 per month, payable by company, who shall have right to 
employ assistants, and salaries of such assistants to be fixed by commis- 
sioner and paid by company, such salaries not to amount to more than 1 per 
cent upon the sum set aside per month in that month, under section 18 hereof, 
to be used for operating expenses by company, and to be subject to approval 
of company. 

Section 11. Differences between the company and the city to be sub- 
mitted to arbitration, and upon this method of settlement failing, to be sub- 
mitted to judge of District Court of Unied States for Norhem District, East- 
em Division of Ohio, then to any person who is judge of Circuit Court of 
Lnited States of the circuit in which city of Cleveland shall then be situated. 
Who shall then appoint such third arbitrator as was necessary and not ap- 
pointed theretofore to settle the questions involved. Expenses of which arbi- 
tration to be paid by company. 

Section 12. Board of arbitration to have power to. determine all questions 
arising between city and company subject to limitations contained in section 
11, and the determination in writing of said board to be final. 

Section 13. Determination of board to be made in writing and copies of it 
to be filed with company and city. 

Section 14. Arbitrators may determine by what amount rate per-cent interest 
payments, provided by section 16 upon capital value, shall be reduced In case 
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of failure on part of company to perform fully any direction of award made 
by Doard of arbitration. 

Section 15. Company to keep true and accurate accounts of all moneys 
expended and Jiabillties Incurred In connection with said busines.s, and com- 
pany shall make and furnish to city commissioner monthly reports of car- 
mileage and earnings, etc., and commissioner to have access to and authority 
to examine, audit and verify all accounts, etc., of said company. 

Section 16. Provides for how and at what price property may be acquired 
by company and rates of fare to be charged. And bonds hereafter sold l)y 
company shall be sold at best price obtainable, and payable 90 days' call at 
105 and accrued interest, city to have 30 days' notice In advance of all pn> 
posed sales of bonds by company. Taxes and other payments to be uiade 
out of Interest fund ; also Interest at 6 per cent per annum upon aggregate 
amount of floating debt of company. Company may Issue and sell capital 
stock, etc., for not less than par, and then payments shall be made to stock- 
holders a sum equal to 6 per cent. Company may, without consent of city, 
issue and sell its capital stock or Increase Its bonded or floating debt. 

Section 17. All earnings from time to time, above operating expenses and 
maintenance, shall go Into Interest fund. All funds remaining over the sura 
of $500,000 shall constitute a fund to be absorbed In reduction of fares, and 
any deficiency in Interest fund below $500,000 shall be first made good as here- 
inafter provided. Proceeds of sale of any of company's property represeiiteil 
in aggregate capital value may be used in payment of floating Indebtedness. 
Property to be sold at best obtainable price. 

Section 18. Fund of $500,000, less prepaid accounts, and plus accrued ac- 
counts in the interest fund. This to be kept and deposited separately from 
current receipts of company, and to be credited to It Interest earned tliereon 
by being deposited In such banks as company may select. It also provides 
for additional compensation to company when car service Is greatly Increased. 

Section 19. Sum provided In section 18 to be deducted from gross receipts 
of company per car-mile and to be used by company for operating expense, 
etc., but no part In excess of $1,000 per month shall be expended for im- 
provements or extensions, and such sums as are expended for improvements 
to be reported to council and approved by it. Also provides monthly deduc- 
tions for operating expense in addition to car-mile expenses. 

Section 20. Amount per car mile allowed in section 18 may be increased 
or decreased by mutual consent of city and company. Interest fund to be 
credited with any surplus in hands of company at expiration of any year 
whlqh remained unexpended for operating expenses. All renewals or re- 
placements which are charged to the maintenance to be approved by city 
council or city railroad commissioner. \ 

Section 21. One ride to be charged for at rate of 4 cents, seven tickets for 25 
cents and 1 cent transfer, no rebate ; 4 cents cash fare, seven tickets for 25 cents, 
1 cent transfer, no rebate ; 4 cents cash fare, 3 tickets for 10 cents, 1 cent trans- 
fer, no rebate; 4 cents cash fare, 3 tickets for 10 cents, 1 cent transfer, no re- 
bate ; 3 cents cash fare, 1 cent transfer, no rebate ; 3 cents cash fare, 1 cent trans- 
fer, no rebate ; 3 cents cash fare, 1 cent transfer, no rebate ; 3 cents cash fare, 
two tickets for 5 cents, 1 cent transfer, no rebiate ; 3 cents cash fare, two tickets 
for 5 cents, 1 cent transfer, 1 cent rebate ; 2 cents cash fare, 1 cent transfer, no 
rebate ; 2 cents cash fare, 1 cent transfer, 1 cent rebate. 

Each to be rate of fare for a single continuous ride within present limits of 
city of Cleveland in one direction, each ticket to entitle holder to one ride. 
Traveler to be entitled to transfer to any other route of said company, transfer 
upon such second route to be made within 5 minutes after leaving car. Com- 
pany not required to furnish a round trip for single fare, and company may 
make reasonable provisions to preevnt misuse of transfers. 

Child under six years, accompanied by person paying fare, to ride free ; two 
persons under six years, accompanied by person paying fare, to ride single 
fare. 

Section 21-A. Also adjdltional schedule of rates of fare to be added accord- 
ingly for period of war and six months thereafter. 

Section 21-B. Provides rates for special routes. 

Section 22. Fare to be changed from time to time according to necessity to 
be determined whenever the amount credited to interest fund less the propor- 
tionate accrued payments to be made therefrom shall be less than $500,000 by 
amount of $200,000, this shall be prima facie evidence of necessity of raise, and 
when it shall be more than $500,000 by amount of $200,000 (that is, balance in in- 
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terest fand) it shall be evidence to lower to next lower rate. Company or city 
may give notice to the other when in its judgment fare should be raised or 
lowered, and if consented to, change to be made. If not agreeable, to be sub- 
mitted to arbitration. 

Section 23. May carry mail for United States Government and the company 
may also carry such tools, etc., necessary for maintenance of its road. It may 
operate funeral cars, etc., at rates to be fixed by council of city of Cleveland, 
but this not to interfere with delay in transportating passengers, and to be sub- 
ject to regulation by council. 

Section 24. Salaries of $1,500 or more not to be in excess of those paid for 
similar work by other properties of the same relative size. 

Section 26. Words "extensions, betterments, and permanent improvements 
to mean "the acquisition, construction, and equipment of additional lines of 
street railway, etc., and board of arbitration," in case of disagreement between 
city and company as to whether or not certain expenditures are for extensions 
or betterments and permanent improvements. 

Section 27. Either company or city may propose extensions, etc., and when 
proposed by city specifications and plans, with cost thereof, to be furnished 
company by city, and vice versa. Upon compliance with such terms and 
approval by council each party can procure necessary money, by sale of stocks 
and bonds, etc., unless company shall claim that extensions, etc., propr^sed by 
city win impair present or future ability of company to earn amounts stipu- 
lated in section 16, or that company is unable to finance said extension.s, etc., 
in either of which cases dispute shall be submitted to arbitration. City com- 
missioner to have right to employ necessary assistants to execute the above 
section and company to pay all bills, etc. 

Section 28. Nothing shall be added to the capital value provided in section 
16 without approval of city. 

Section 29. Bettering and improving of lines shall be with consent of dty. 
In event of dispute between city and company as to requirements of existing 
c-ontracts between company and municipal corporations or boards of county 
commissioners, it shall be submitted to arbitration if their consent can be 
obtained. City to appoint one arbitrator and siuburban authority one; third 
to be appointed according to provisions of section 11. Otherwise di>-pute to 
be litigated and city entitled to counsel. 

Company may accept new grants for operation of suburl>an lines or re- 
newals of existing grants. Right to include such property in capital value 
and amount to be so included shall be determined by agreement betw€»en city 
and company. 

Section 30. During continuance of grant company to carry free all jKAif:e- 
nien and firemen of Cleveland in uniform and on duty, not, however, to anylKKly 
else, except to motor men, conductors, and inspectors of the company in uniform 
or upon presentation of badge. 

Company to pay cost of commissioner's investij^ation when he deems It 
aflvisable to investigate method of getting fares, and if he finds it advii*abltf 
to amend the ways of collecting fares it shall be araendefl. 

Section 31. Comi>any ajrrf^es to jrrant to city at any time during life of this 
grant or renewal thereof, ur*'^ city sdvinjr six months* noti^re,, to purchase and 
take over the entire street railway system of fr»mi»any, inchidinir all prof»erty thr*n 
existing which now constitutes the strf^H: railway sjHtem in jk> session and op- 
erated by Cleveland Railway Co., with all apiiurtenances, etc., and in siirrh 
case company to be paid capital value of said projierty, to l>e fixed by se<.'tir»n 
16, plus 10 per cent thereof, city als^> ajrreeing to f>ay all oblijrations and lia- 
bilities of said company, etc. <^'ity taking proi«*-rty **ubje<'t to, a?»?*umes or jiays, 
either fioating or bonderl indfbt^lness, the amount thereof shall l>e df^hK^rte*! 
from capital value Ijefore acldition of 10 iM?r cent to l*e jiaid by dty. CoTn- 
pany to convert into cash, nr^>n exerdse of option of city to purchase, at ^Je5<t 
price obtainable assets and se^mrities then in ."inking fund, and pr^K-ee^ls to 
be deducted by city from purchase price, such a^-.^^ets to bef.ome prof^erty of 
city, and company to execute ne<-f#sar>- rronveyances. 

Section 32. Company grants to fity and city re<«erve« to itM-]f rijrht to de5^ 
i^ate any firm, person, or c^>r^Kiration to ar-rjulre, etc., street railways in 
Cleveland, subject to cor.^Iirions that the licensee ?»hall ajrree to accept a srnalbr 
return by at least one- fourth «'f 1 ri*-r cent uf)«>n i)*>ni*fU of capital value de- 
scribed In paragraph fc; section 16, purcha.<*e ojition and price same as in 
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section 31. City shall fix a time for receipt of bids for licensees, with 30 days* 
notice thereof. Proposals to be accompanied by $50,000 as evidence of good 
faith. Rest deals with manner of opening of bids, etc. 

Section 33. Any such licensee who acquires the property shall pay capital 
value of said property, less bonded or floating debts paid or assumed, plus 
10 per cent on diiTerence, and same obligations attach as in ^ection 31. 

Section 34. If at expiration of grant or renewal thereof city fails to exer- 
cise option to purchase, it has right, if it has legal power so to do, to pur- 
chase said street railway system, etc., at same price mentioned and set 
forth in section 31, except that 10 per cent shall not be added to any part of 
capital value to determine purchase price to be paid. 

Section 35. Third person has right to exercise option of city in case of city's 
failure to do so, mentioned in section 31. 

Section 36. Company to pay to city $3,000 per year for u^ e of city's tracks 
and appliances on the bridges, and elsewhere, and to keep said places in re- 
pair. This sum is left to discretion of council to change. 

Section 37. Nothing In this ordinance to operate as an abridgment of cor- 
porate rights or powers of company, nor discretion of board of directors in 
selection of managers, etc. 

Section 38. Company to have right to fix, charge, and collect maximum fare 
whenever right to unexpired term of grant or renewal thereof shall be 15 
years. 

Section 39. Should city pass a grant in renewal hereof during a period of 
less than 15 years' duration, such renewal to fix the' then capital value of com- 
pany. Company to abide by such ordinances passed not imposing substantial 
burdens upon them. 

Section 40. Council may pass such renewal grant as herein provided should 
duration of this grant or renewal hereof come to have less than 15 years' 
unexpired time to run. 

Section 41. Any ordinance passed in renewal hereof shall not be deemed 
to impose any substantial burden upon company when it is substantial In con- 
formity with this ordinance. 

Section 42. If, on January 1, 1943, city failed to exercise option in section 
31 (this refers to one particular line) not Important. 

Section 43. In case of failure of company to abide by conditions stipulated 
in ordinance, and failure to comply with general ordinances of city of Cleve- 
land relating to street railroads, and shall continue for six months after 
written notice received from city of its intention to exact a forfeiture by reason 
of such failure, company shall forfeit all rights and privileges herein granted. 

Section 44. Consideration on behalf of company for accepting ordinances, 
etc., and Its agreements to abide by it, etc. 

Then follows formal acceptance of company signed by , presi- 
dent. 

Section 45. Purpose of ordinance is to settle and define relations existing 
between city of Cleveland and company, and secure to each their proper recog- 
nition under the circumstances, as to maximum rate of fare and fixing of 
rates to be charged by company, duties of commissioner, etc. 

Council of Cleveland to have power, In case of the arbitration held Invalid, 
to fix by ordinance rate of fare to be charged by company for passengers, 
limited, however, by maximum fare In section 21. Unless, however, $500,000 
be In Interest fund, council shall not decrease rate of fare, and such decrease 
to not Impair the ability of company to earn sufficient money to meet payments 
of operating expenses, etc. 

If any other provisions of this ordinance other than those providing for set- 
tlement or decision by arbitration of questions other than Increase or decrease 
of rate of fare, council of city of Cleveland shall be substituted for board of 
arbitration and Its actions shall be binding on both parties. As to invalidity 
occurring in this ordinance about designation of city street railroad commis- 
sioner, city may designate city auditor, etc., to perform all duties, etc., de- 
scribed as appertaining to the city street railroad commissioner. 

In case of company's failure to comply with city's exercise of option, or 
exercise of licensee's option, this grant shall be forfeited. 

Section 46. To take effect from and after passage and legal publication. 



Sec. 21. The maximum rate of fare for a single continuous ride within the 
present limits of the city of Cleveland In one direction, over any route of said 
company, shall be 4 cents cash fare, seven tickets for 25 cents, 1 cent transfer. 
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no rebate; and, including said maximum rate, the following schedule or scale 
of fares is hereby established : 

(a) Four cents cash fare, seven tickets for 25 cents, 1 cent transfer, no 
rebate. 

(b) Four cents cash fare, seven ticljets for 25 cents, 1 cent transfer, 1 cent 
rebate. 

<c) Four cents cash fare, three tickets for 10 cents, 1 cent transfer, no 
rebate. 

(d) Four cents cash fare, three tickets for 10 cents, 1 cent transfer, 1 cent 
rebate. 

(e) Three cents cash fare, 1 cent transfer, no rebate. 

(f ) Three cents cash fare, 1 cent transfer, 1 cent rebate. 

(g) Three cents cash fare, two tickets for 5 cents, 1 cent transfer, no rebate, 
(h) Three cents cash fare, two tickets for 5 cents, 1 cent transfer, 1 cent 

rebate. 

(i) Two cents cash fare, 1 cent transfer, no rebate, 
(j) Two cents cash fare, 1 cent transfer, 1 cent rebate. 

Bach of the foregoing rates of fare, when in force, shall be the rate of fare 
for a single continuous ride within the present limits of the city of Cleveland 
in one direction, over. any route of said company, whether enumerated in sec- 
tion 2 hereof or not; and when any of the foregoing rates of fare is in force 
with regard to which a ticket rate is provided, the company shall sell, on all 
of its cars, at all times, reissuable tickets at the rate provided, each of which 
tickets shall entitle the holder to one such ride. At all times, any passenger 
demanding a transfer ticket at the time of paying such cash or ticket rate 
of fare as shall then be in force shall be entitled, under the provisions of 
the rate of fare then in force as to transfers, to transfer from the route on 
-which he shall have paid such fare to any other route of said company, except 
in a substantially opposite direction on a route parallel or substantially parallel 
thereto, and to ride continuously to any point upon such second route within 
the limits of the city of Cleveland, provided he transfer to a car upon such 
second route within five minutes after leaving the car upon which he shall 
have paid fare, or to the first car of such company passing such transfer point 
upon such second route, and at the first point of intersection of said routes 
reached by the car upon which he shall have paid fare. If cars upon two or 
more routes are operated regularly along the same street, passengers who are 
able to reach their destination by one of said routes, without transfer to an- 
other of said routes, shall board a car upon the route reaching such destina- 
tion, and shall not be entitled to transfer thereto from any other route. Any 
passenger transferring to a car upon the East Fifty-fifth Street cross-town line 
of said company, or upon its cross-town line in East One hundred and fifth 
Street, Woodhill Road and East Ninety-third Street, or upon its cross-town 
line in West Sixty-fifth Street, shall, upon demand, at the time of presenting, 
-within the time herein provided, a transfer ticket to such cross-town line from 
any intersecting line of said company, be entitled, without additional charge, 
to transfer to any other route of said company intersecting such cross-town 
line, and to ride to any point upon such intersecting route, provided he trans- 
fer to a car upon such last-mentioned route within five minutes after leaving 
such cross-town car, or to the first regular car upon such last-mentioned route. 

The company shall not be required, however, to furnish a round trip for a 
single fare, nor to carry any passenger to any point upon its railway and from 
such point to the vicinity of his starting point for a single fare ; and the com- 
pany may, subject to the approval of the city council, as hereinbefore provided, 
make such reasonable regulations, not inconsistent with the provisions of this 
ordinance, as may be necessary to prevent misuse of transfers. 

Any child under 6 years of age, accompanied by a person paying fare, shall be 
carried free. Two persons under 6 years of age, when accompanied by a pas- 
senger paying fare, shall be carried for a single fare. 

The company may make and enforce proper and reasonable rules and regula- 
tions relating to the collection of fares and the issuance and acceptance of 
transfers upon the several routes of the company, subject, however, to the 
approval of the city council. 

Sec. 21-A. During the continuance of the war now existing, and for a period 
of six months thereafter, there shall be added to this grant in addition to the 
rates of fare prescribed in section 21 the following schedule or scale of fares : 
(I) 6 cents cash fare, nine tickets for 50 cents, 1 cent for transfer, no rebate; 
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(2) 5 cents cash fare, five tickets for 25 cents, 1 cent for transfer, no rebate; 

(3) 5 cents cash fare, eleven tickets for 50 cents, 1 cent for transfer, no rebate; 

(4) 5 cents cash fare, six tickets for 25 cents, 1 cent for transfer, no rebate; 

(5) 4 cents cash fare, five tickets for 20 cents, 1 cent for transfer, no rebate; 
and the limitation of the maximum rate of fare to rate (a) as described In sec- 
tion 21 shall not obtain. During the period aforesaid the railway company 
and the city shall have the same rights and obligations with respect to the addi- 
tional scale and schedule of fare hereinbefore enumerated as if the said addi- 
tional scale was a part of section 21 and written therein, and all the provisions 
of ordinance No. 16238-A, as amended by ordinance No. 20890-B and by ordi- 
nance No. 29292, shall apply thereto; in all other respects said ordinance No. 
36238-A to remain in full force and effect and unchanged. This section shall 
be in force and the rights herein granted effective until a date six months 
after the conclusion of the war now existing between the United States of 
America and the Imperial German Government, and shall thereafter be null 
and void. 

Sec. 21-B. The rate of fare upon the Euclid Avenue line east of the city of 
Kast Cleveland and between Ivanhoe Road and Green Road shall be 5 cents, 
and between any point on that portion of the Euclid Avenue line and any 
point on the Euclid Avenue line in the city of East Cleveland or in the city of 
Cleveland west of East Cleveland shall be 10 cents, and any passenger paying 
that rate of fare shall be entitled to such transfer or transfers as a passenger 
upon the Euclid Avenue line of the company in the city of East Cleveland or 
in the city of Cleveland west of East Cleveland may be entitled to receive, 
and at the same rate ; provided that during any unexpired term of this franchise 
of more than 15 years' duration, upon demand of the city, the rate of fare on 
Euclid Avenue between Ivanhoe Road and Green Road or from any point be- 
tween said roads and any point in East Cleveland or in Cleveland west of East 
Cleveland shall be 2 cents in excess of the rate of fare between any jwint on 
said Euclid Avenue line in East Cleveland and any point on said Euclid 
Avenue line in Cleveland west of East Cleveland, with the right to transfer as in 
this paragraph provided. 

Sec. 22. The rate of fare shall be changed from time to time as follows : 

Whenever the amount credited to the int;^rest fund, less the proportionate 
accrued payments to be made therefrom, shall be less than $500,000 by the 
amount of $200,000, this shall be prima facie evidence of the necessity of raising 
the rate of fare to the next higher rate on the scale provided in section 21 
hereof. 

Whenever the balance in the interest fund, less proportionate accrued pay- 
ments to be made therefrom, shall be more than $500,000 by the amount of 
$200,000, it shall be prima facie evidence of the necessity of lowering the rate of 
fare to the next lower rate on the scale provided in section 21 hereof. 

If, at any time, either the city or the company shall be of opinion that the 
fare should be increased or decreased otherwise than as is hereinbefore pro- 
vided, such party may give written notice to the other of its opinion, stating 
the increase or decrease desired. If this is assented to, the change shall be 
made. In case of disagreement, the question of Increase or decrease, and the 
rate to be fixed, shall at once be submitted to arbitration, as is provided in sec- 
tion 11 hereof, and the rate fixed by the award of such board of arbitration, not 
exceeding the maximum rate of fare provided for by this ordinance, shall be at 
once installed. 

Wherever, in this section or in this ordinance, it is provided that in deter- 
mining the amount in the interest deductions shall be made for " accrued 
j)roportionate payments to be made therefrom," such deductions shall be made 
as follows : 

The total amount to be deducted during the year shall be the aggregate 
amount of interest payments provided for by section 16 hereof, together with 
all taxes, and the said aggregate shall be deducted at the following rates: 
for January, 7 per cent; for February, 6 per cent; for March, 7 per cent; for 
April, 8 per cent; for May, 9 per cent; for June, 9 per cent; for July 10 per 
cent; for August, 10 per cent; for September, 9 per cent; for October, 9 per 
cent ; for November, 8 per cent ; for December, 8 per cent. 

Sec. 23. The company may transport along and upon its lines, in suitable 
cars, such materials, supplies, appliances and tools as it may need for the 
construction, maintenance and operation of its road. It may carry upon its 
passenger cars, or upon other cars, mail for the Government of the United 
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States. It may operate funeral cars, observation cars, express-passenger serv- 
ice, and other special cars, at rates to be fixed from time to time by the council 
of the city of Cleveland, not lower than the rate in force for the carriage of 
passengers from time to time, as is provided by the terms of this ordinance. 
The company shall also operate hospital and supply cars for the city, and 
such other cars for exclusively municipal purposes as the city shall direct ; and 
the city shall furnish and maintain such cars, and shall pay the cost of operat- 
ing such cars, to wit: the wages of all employees of the company in charge 
thereof, plus the cost of current, but exclusive of any contribution for fixed 
charges, or for tracl£ maintenance or renewal. The transportation of mate- 
rials, supplies, appliances, tools and mail, and the operation of special cars, 
shall not be permitted to interfere with or delay the carriage of passengers, 
and shall at all times be subject to regulation by the council. The car-miles 
operated by the company in transportation of city cars, materials, supplies, 
appliances and tools shall not be counted in the car-miles made. 



[The Detroit Legal News, Wednesday, January 7, 1920.] 
COMMUNICATIONS — FBOM THE MAYOR. 

To the Tiorwrahle the Common Council: 

Gentlemen: Relative to the railway ordinances, providing for an independ- 
ent system to be presented to your body to-night, I wish to draw your atten- 
tion to the assurance of service-at-once, as well as genuine service-at-cost. The 
measure provides for the immediate construction of a unified. Independent sys-. 
tern, self-sustaining and laid out on permanent lines, yet capable of being linked 
lip with remaining privately owned lines, in part or in whole, should con- 
ditions warrant such an undertaking. Every element of waste and duplication 
has been reduced to the minimum. 

Likewise, I wish to call your attention to the fact that herein is contained a 
formula for smoothing out the long standing snarls in Detroit's traffic system 
and affording the citizens their desired freedom from congestion at the heart 
of the city. The plan has been developed with the idea of raising the center 
of our traffic from its unnatural position near the southern boundary of our 
city to the Grand Boulevard, and affording the long-suffering Industrial popu- 
lation an opportunity to travel on frequent north, south, east and west cross- 
town lines, rather than be the antiquated " around the city hall " service. 

This new network of crosstown lines is an absolute necessity at once, for 
there are now more people ii\ Detroit living outside the lines of the boulevard 
than there were inside them 10 years ago. This is the point we have kept in 
mind in planning this new system. How long are we going to try to clear both 
the above and below the boulevard traffic past the site of the old town pump 
on the Campus? 

We have got to move up the hub of Detroit's proverbial traffic wheel. To 
do this we have provided five big east and west crosstown lines. 

In laying out these lines they have been grouped in three classes, ABC. 
A and B systems should be completed within two years and. If an affirmative 
vote is received from the electorate, work will be begun on Class A the day 
after election. 

This class should be ready for car operation within a year and Class B 
shortly afterwards. The service-at-once plan proposes securing 156 miles of . 
our own tracks in the city with the opportunity for establishing our own 
service without consultation with any private companies. It means the addi- 
tion of 550 new cars or half as many as the D. U. R. now operates during the 
rush hour. 

One mile of new track is provided for each 2,000 of the 200,000 factory 
workers who now fight their way to and from the great east and west side 
factory districts. 

It is my firm belief that the inauguration of this Independent system will do 
more to relieve Detroit's housing difficulties, and especially the congested 
rooming and apartment house situation in the district between the boulevard 
and the river, than any army of builders and contractors we could ever hope 
to mobilize. In fact, nothing but an improved transportation system of this 
kind will entirely relieve our present housing situation. 

As the building of Class C system will necessarily be delayed for some time, 
we have not included the cost of these lines in our figures, but have included 
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only the cost of constructing and equipping the lines proposed in Classes A 

and B. 

The Class A system provides the taking over of 34.25 miles of lines built 
under the so-called "day-to-day" agreement, in which the city has the right 
to purchase the lines at cost to the railway company, less depreciation, and 
which is estimated will be about $40,000 per mile. Added to this, we propose 
to take over the so-called • Fort Street line and the Woodward Avenue line to 
Milwaukee Avenue, which aggregates an additional 21.25 miles, which, it is 
safe to assume, the railway will be glad to deliver us in preference to getting 
off the street, at say, an estimated cost of $40,000 per mile. 

This aggregates a total of $2,220,000 for lines already built The additional 
new lines proposed in Classes A and B system aggregate 100.75 miles, at an 
estimated cost of construction of $70,000 per mile, which totals $7,052,500. 

In addition to this, assume we purchase 400 cars equipped with motors at 
an estimated cost of $10,000 per car, which would aggregate $4,000,000, and 
150 trailers at an estimated cost of $5,000 per trailer, aggregating $750,000, or 
a total of $4,750,000 for cars and trailers to which we have added $1,000,000 
for car bams, tools, and miscellaneous equipment. 

This totals in the aggregate $15,022,500. 

I hav6 been watching the development of the gas street car, and recently 
I had a conference with Mr. Henry Ford, at which time he showed me several 
engines and plans for the car. In discussing the details with his engineers, 
I was assured that the gas street car could be built for a maximum of $5,000 
pet car, which would reduce the cost of car equipment 50 per cent, or in other 
words, cut the cost down to about $2,000,000. 

The adoption of this system of transportation will obviate the necessity of 
electrically equipping the lines and of the building and equipping of power 
plants. 

In proposing this $15,000,000 public utility bond issue, we have been very 
liberal in our estimates of the probable cost of the completed street railway 
system which the plans cover. 

In complying with the requirements of the charter, we have taken into con- 
sideration all of the items of expense with which the present company has to 
meet, and provided for interest charges on the $15,000,000 at 4i per cent, and 
to retire $500,000 of the bonds per year, which would mean that all of the 
bonds would be retired in 30 years. It will be seen that as the principal is re- 
tired, the interest charges will be materially reduced. None of the interest 
charges or the fund for retiring the bonds will come out of the taxpayers, 
but will be taken *out of fares collected from the car riders. 

The plan which has been evolved, complies in every detail with the charter, 
commanding the officials to proceed with municipal ownership and operation. 
A study of the map will clearly indicate to you that the system is complete 
without having any connection with the present company. 

The several proposed crosstown lines will, in our opinion, greatly relieve the 
congested downtown district, and obviate the necessity of spending some $8,- 
500,000 for subway dips for some years. 

I trust that your honorable body will give this ordinance your earnest 
consideration, so that, if adopted by you, there will be plenty of time for our 
citizens to inform themselves sufficiently on its details to be able to . intelli- 
gently vote on the proposition at the special election provided to be called 
on April 5, 1920. 

Respectfully submitted. 

James Couzens, Mayor. 

Following is the ordinance referred to : 

By Councilman Castator: 

An ordinance relative to acquiring, owning, maintaining and operating a 
street railway system upon the surface of the streets, avenues, and public 
places of the city of Detroit and within a distance of 10 miles from any portion 
of its corporate limits that the public convenience may require for the purpose 
of supplying transportation to the city of Detroit and the inhabitants thereof, 
within and without its corporate limits, and to submit to the electors of said 
city of Detroit a proposition to authorize and empower the city of Detroit 
to acquire, own, maintain and operate a street railway system, and to borrow 
money upon the credit of the city of Detroit to an amount not to exceed fifteen 
million ($15,000,000) dollars by the issuance of its public utility bonds there- 
for, and to call a special election 'to vote thereon. 
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Mr. E. E. Wn.LiAMs. Those representatives of the Government em- 
ployees sent a communication to the president of the Rapid Transit 
Co., of Philadelphia, and also a communication to Fielder Saunders, 
in Cleveland, requesting information as to their plan, and they have 
received in response to those communications the following replies, 
namely, that President Mitten, of the Rapid Transit Co., referred us 
to a hearing when he appeared before the Federal Electric Railway 
Commission, which gives a comprehensive outline of how they have 
been able to maintain a 5-cent fare throughout the war, and how they 
are still continuing to do so, and I know m addition to that that thw 
are paying higher wages in the city of Philadelphia to-day. We 
have here a digest of the Cleveland Railway Transit Co., of Cleve- 
land, Ohio, known as the *' service-at-cost plan," and we also have 
here a coupon from Mayor Couzens, of Detroit, setting forth his 
plan as to how he will inaugurate the new system of street railways 
in Detroit. I have been requested by these organizations to ask that 
this information be inserted in the record for the benefit of this 
committee, and if that is agreeable to the committee I will be glad 
to submit them. 

The Chairman. Do you want to explain any further what those 
papers contain? 

Mr. E. R. Williams. I think the plans, Mr. Mapes, are in such 
shape that if they were inserted in the record it would be very con- 
venient, indeed, for anybody to look into it and see just what those 
plans are. 

The Chairman. To make sure that the members of the committee 
will see it, do you care to explain it ? 

' Mr. E. R. Williams. It is quite a lengthy proposition. For in- 
stance, h^re is the statement of Mr. Mitten before the Federal Elec- 
tric Railway Commission, setting forth how he secured results in 
the cooperative plan from 1911 to 1919. He went in there with a 
deficit of $300,000 and in three years' time he came out on the other 
side of the ledger, still maintaining a 5-cent fare. Here is a digest 
of the Cleveland Railway Co., showing the rates that are in effect 
now and how they are affected. If it is agreeable to the committee 
to insert these papers in the record, I believe it would be very easy 
for the members of the committee to look into them. 

The Chairman. You can use your own judgment as to the way 
you want to present it. 

Mr. E. R. Williams. I have been requested hj the organizations 
that this letter be inserted in the record for the information of the 
committee. It presents the three plans — ^the Philadelphia plan of 
how they operated their road on a 5-cent fare; the Cleveland Rail- 
way Co., of Cleveland, Ohio, how they operated their car service at 
cost; and the plan of Mayor Couzens, whose plan the council has 
recently adopted. 

Mr. Williams of Illinois. Where is Mayor Couzens? 

Mr. E. R. Williams. In Detroit. They have just had a new $15,- 
000,000 bond issue for a new street-railway plan. 

The Chairman. Is that to build a new system ? 

Mr. E. R. Williams. Yes, sir. 

The Chairman. In competition with the present system? 
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Mr. E. R. Williams. They also figure on taking over some part 
of the present system in Detroit, so much as may be necessary, what- 
ever they see fit; I think that is all. 

The Chairman. Did you notify your organizations that to-day 
the hearing before this committee would be given over to them ? 

Mr. E. K. Williams. Yes, sir; they did not require any further 
hearing. They felt that if the information they have submitted was 
included in the record they would be satisfied to leave the matter 
with the committee without any further hearing. 

The Chairman. And that fulfills the request that they have made 
for a hearing? 

Mr. E. R. Williams. Yes, sir; In addition to that, however, Mr. 
Paul Myers, chief clerk of the Treasury Department, is expected to 
be here, and if he comes I would like to have him heard. 

The Chairman. Was the Romjue bill introduced at your request? 

Mr. E. R. Williams. The organizations looked over the field very 
carefully ; in fact, they have been going into the street-railway ques- 
tion in the city of Washington, especially so far as the fares are con- 
cerned, and after looking over the various bills that have been in- 
troduced it was their opmion that the Romjue bill just suited their 
needs. 

The Chairman. Was it introduced at your suggestion or at the 
suggestion of these organizations ? 

Mr. E. R. Williams. At the request of these organizations. The 
plan was outlined by ex-Corporation Counsel Syme in a newspaper 
article, and it appealed to us to such an extent that we thought that 
it was a very good plan, and accordingly we got together on it and 
decided to ask that a bill be introduced in Congress along that line. 

The Chairman. What would happen, so far as the merger is 
concerned, if two-thirds of the stockholders of the Capital Traction 
Co. and of the Washington Railway and Electric Co. refused to 
act on the Romjue bill? 

Mr. E. R. Williams. That is one of the matters that we thought 
possibly Mr. Syme, whose plan we thought was the best plan, could 
explain to the committee much better than we could. For that 
reason we have confined ourselves simply to this petition, because 
we thought we were capable of analyzing the bill to that extent, so 
far as the main features of the bill appealed to us. We have nothing 
further to add except what is contained in these statements. 

The Chairman. Do you mean by that that you do not care to take 
up the different provisions of the bill ? 

Mr. E. R. Williams. No, sir. We do not want to take the com- 
mittee's time because we thought that if this information were put 
in the record it would be before the committee for their considera- 
tion. In other words, we desired to present it to the committee 
and if they put it in the record, it will speak for itself. 

The Chairman. Of course, the committee is giving its time for 
the purpose of getting light on this street-railway situation, and we 
are willing to ^ive anybody time who can give us information. 

Mr. E. R. Williams. Our thought is that we are giving you some 
information when we submit these papers and memoranda in regard 
to the Philadelphia plan, the Cleveland plan, and the Detroit plan. 
We thought that would be giving the committee some information. 
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The Chairman. The reason I made that remark was in answer to 
3"our statement about taking the committee's time. We are glad 
to give you all the time you want to present your views. 

Mr. E. R. Wlliams. Oh, yes, sir. But we figured that we did not 
want to take up any more time than was absolutely necessary and 
for that reason we desired to insert this matter in the record. 

Mr. Williams of Illinois. Your bill provides that the fare shall 
be not more than 5 cents, or six tickets would be issued for 25 cents, 
under section 6, which provides that the company shall be entitled 
to charge a fare of not more than 5 cents or six tickets for 25 cents. 

Mr. E. E. Williams. Yes, sir. 

Mr. Williams of Illinois. You. are assuming, of course, that if the 
merger was perfected, the combined or consolidated system could 
earn a fair return on a fare at that rate? That was your thought? 

Mr. Benson. That it would be raised by taxation if it was not suf- 
ficient ? 

Mr. E. R. Williams. We do not believe there would be any call 
for that, Mr. Benson. The Philadelphia company is paying divi- 
dends to their stocEholders on a 5-cent fare and paying higher sal- 
aries to employees than the companies are paying their employees in 
the District. That is over the signature of President Mitten, of the 
Rapid Transit Co., and is included in the papers that will be in- 
serted in the record. 

The Chairman. Can you tell us briefly just how that system is 
operated ? 

Mr. E. R. Williams. It is such a comprehensive system I doubt 
very much whether I could explain it to you. It is quite a compre- 
hensive system. The statement of President Mitten goes into it 
very thoroughly. When he took it over in 1907 they had a deficit 
of $300,000, and in a short time they put $1,000,000 on the other 
side of the ledger. It would take quite a lot of time to go into it, 
and that is why we thought it was not wise to go into the matter in 
detail other than to lay it before the committee in the form of the 
papers that will go into the record, so that the members of the 
commitee could follow it up as they saw fit. 

The Chairman. Inasmuch as this is your bill, Mr. Romjue, we will 
be glad to follow your pleasure in the matter. 

Mr. RoMJUE. I believe you said, Mr. Williams, that you have pvit 
in the record the evidence that we were talking about last night? 

Mr. E. R. Williams. Yes, sir. 

Mr. RoMJUE. Then I think that will be all that is necessary. You 
might call Mr. Syme, Mr. Chairman, and let him make a statement 
on the biU. 

STATEMENT OF MR. CONRAD H. SYME, ATTORNEY AT LAW, 

WASHINGTON, D. C. 

Mr. Romjue. Mr. Syme, I think you are pretty familiar with the 

? revisions of this bill and also with the street-car traffic here in 
(Washington. I wish you would go on in your own language and ex- 
plain to the committee this bill and its main features and give your 
views upon the matter and any information that you can. 

Mr. Syme. Mr. Chairman, this bill was drawn by me at the request 
of Mr. Williams, I believe, who asked me to prepare a bill along the 
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line of an article that I had written at the request of one of the news- 
papers. I told him that I would draw a tentative bill along that line 
for him to submit, I think, to — I do not know whether it was Judge 
Romjue or Mr. Mapes, or who it was — ^that might be perhaps a 
groundwork of the views or the theory that I had at that time. They 
were in a great hurry for it, so I sat down one afternoon and drew 
this bill along the models of some other acts of Congress. Of course, 
it was crude, but I thought that if it was considered at all its crudi- 
ties would be eliminated by the committee as they went over the con- 
sideration of it, if it was considered seriously at all. It was drawn 
before the commissioners formulated the bill they sent to the com- 
mittee and which I imagine is the basis of this hearing now. 

The situation before the Public Utilities Commission for the last 
two or three years has been, in my judgment, as perplexing a situa- 
tion as any tribunal of that kind could possibly have to face. It was 
occasioned by the inequality of conditions here that had to be met 
with in some way. I think all of us, and particularly the members 
of the commission, were trying to find some solution of the situation 
that might be just and might be practicable, therefore this interview 
that I gave at the request of the newspaper was simply my own in- 
dividual Anews in reference to it and in nowise reflected the com- 
mission's views so far as I know. 

The fact must be looked fully and squarely in the face, I think, as 
to the difficulties that have arisen here. As the committee has seen 
here, you have the two railroad SJ^stems, one of which can live and 
prosper on a certain fare because of its location, and the other of 
which can not either live or prosper on that fare because of its loca- 
tion. And yet it is impossible to give the unfortunate system a fare 
on which it could possibly live without giving a similar fare to the 
more fortunate system, because if you give a different fare to each 
one of the companies, if you made a difference in the fare, you 
would defeat the very object you are trying to accomplish. So many 
of the lines parallel that the traffic would go to the one that carried 
the cheaper fare and you would cut your own throat in what you 
were trying to do. • 

Another difficulty, in my judgment, is the viewpoint of the security 
holders of the Washington Railway & Electric Co., and perhaps the 
viewpoint of the company from the standpoint of the security hold- 
ers. They seem to have the idea in the first place, which is utterly 
unknown to me, that Congress could legislate a value into a thing; 
that if Congress authorized the issue of $15,000,000 worth of stock 
for properties, or such portion of it as was necessary to buy the 
properties, and perhaps an unlimited number of underlying bonds, 
that Congress could establish the values of these properties at such 
flocurities issued, and therefore it was under some obligation, and 
public authority was under some obligation, to hold those securities at 
par. I do not know that Congress can legislate value into anything 
unless it makes it redeemable in the standard coin of the United 
States, and therefore it is that when th^y expect that you can put a 
value into their outstanding securities other than what they are en- 
titled to earn by the charging of a reasonable fare they are expecting 
^n impossible thing. 

T just want to say, preliminarily, that in my judgment the valua- 
tioi\ work was done by the commission is the most important work 
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that has ever been done here in Washington, and that the probabili- 
ties are that there is never going to be a real solution of this questioi^ 
until those values have been determined by the courts. Of course, if 
the court sustains the values set upon these properties by the com- 
mission, it will establish a basis which the commission thinks should 
be established for the purpose of a return to these companies. If it 
gives a higher valuation and that becomes established, all of us will 
acquiesce in it, and we will have then a fairly certain basis on which 
to determine the proper earning capacity of these companies and the 
amount of the return to which they may be entitled. But until that 
is done I think there is never going to be a stable basis as to either 
of the two companies here. The differences in the ideas of value be- 
tween the commission and both of the railway companies are very 
material. After hearing all the evidence in the case, in my judg- 
ment, considering it perfectly impartially, there is no reason why 
it should be otherwise considered. Taking the judgment of the com- 
mission's own engineers and accountants and those produced by the 
companies, the commission placed a value on the property of the 
Washington Bailway & Electric Co. of perhaps $15,000,000 in round 
figures, and on the property of the Capital Traction Co. of about 
$14,000,000. The Washington Eailway & Electric Co. claim, I 
think, about $26,000,000, and there is a difference of $10,000,000 or 
$11,000,000 between their claim and the commission's claim. They 
adhered stubbornly to the contention that the par value of their 
securities reflected the value of their property. The commission did 
not so find and it is not so, in effect. The Capital Traction Co. 
claimed more than the commission allowed, and I think their claim 
is too high by perhaps two or three million dollars. But that is a 
matter to be fought out in the courthouse, and when it is finally 
fought out to a settlement I think one of the main difficulties here 
will disappear. 

The second and graver difficulty is the fact that while one prop- 
erty, assuming the valuation of the commission to be correct, as a 
railroad property would be worth $16,000,000, and the other, assum- 
ing the valuation of the commission to be correct, would be worth 
$14,000,000, yet the productive potentialities of the two properties are* 
utterly and absolutely disproportioned to their values as established. 
The Capital Traction Co. has a productive capacity on its present 
valuation, on a 7-oent fare, that would enable it to earn — I have not 
seen the last figures, but I imagine somewhere between 9 per cent and 
12 per cent on that valuation. The Washington Railway & Electric 
Co., with substantially the same amount of profit on the same amount 
of fare, is not able to live. 

Now, there is some question raised before the committee — I no- 
ticed it in the papers, and I have only been able to follow it casually — 
as to some loose expression of some accountant who testified before 
the commission in answer to a question by Col. Kutz as to the differ- 
ence between fair value and market value, and it seemed to be under- 
stood the commission were of the opinion that those two were exactly 
the same thing. Now, I have never been able to understand just 
what the market value of a street railway was. In the first place, 
there is no market for it. It can not be sold without public author- 
ity. It can not sell any part of its equipment essential to its use 
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without authority of the legislature. There are no rtiles establishing 
a market for a street railway. If vou are going to consider the 
market value as the capitalization of their eamingi power, there would 
be the most tremendous difference between that and the fair value 
for rate-making purposes. The only way you could get it to a 
parity would be where you had the traffic conditions similar between 
the two. But I do not think there is any comparison or any simi- 
larity between the actual fair value for rate-making purposes and 
what is known as the market value. 

I want to say right in this connection, and this is the theory on 
which I argued the Potomac Electric Power Co.'s case before Judge 
Gould, and it is the theory upon which I believe Judge Gould is 
going to sustain my contention, that the fair value of every public 
utility exercising a public grant that is instituted primarily for the 
purpose of serving the people, is the amount of money that they have 
honestly and prudently and efficiently invested in their property. I 
do not think that it was ever in contemplation of law that these pub- 
lic grants were to be used for speculative purposes. I think it was 
intended that they should be permitted to make a fair return on their 
investment, but I do not think it was intended that they should be 
permitted to speculate with their investment at the cost of the public, 
or that they were to be permitted to capitalize the franchise that they 
were given for the benefit of the public, or to have any other value 
than the value of the money that they have put into it for this public 
purpose, as to which they have more or less of a monopoly, and as 
to which they are to be permitted to earn a more or less fair return 
upon their true investment. I believe that is the point where the 
courts are going to decide the question of a fair value. The Supreme 
Court has never fixed a standard. It says that eacli case controls 
itself. In my judgment as a lawyer I think that is where it is going 
to land and where it ought to land. So far as I am concerned, in 
trying these cases before the court that is the position I have taken, 
and I hope to get it through the Supreme Court of the United States, 

The Chairman. Has the Supreme Court ever made a distinction 
between a fair value for rate-making purposes and a fair value for 
•any other purpose? 

Mr. Syme. The Supreme Court defined fair value to be the fair 
and reasonable value of the property after you have considered those 
elements which go into making up that value, the investment, the 
reproduction cost, the security issue, the returns, the expenses, and 
everything that goes into the question of the fair and reasonable 
value, but it has never said in so many words just what they mean 
by a fair value. I think they have not said it because they do not 
want to commit themselves. 

Mr. Woods. Have they said what should be taken into considera- 
tion? 

Mr. Syme. They have said what should be taken into consideration. 
Colonel, but they have said no further than that. I am just giving: 
my own views here as to what is ultimately the fair value. I think 
Secretary Lane was exactly right when he expressed the same opinion 
before the Interstate Commerce Commission, and while I do not mean 
to make any invidious comparisons, I think he is one of the strongest 
men vou have ever had on the commission. So that my judgment is 
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that the real question is to get these values established in court and 
then we will know where we are going. 

Xow, if they are ever going to get together, anterior to the estab- 
lishment bj^ the courts of these valuations, in my judgment it is ^ing 
to be by the Washington Railway & Electric Co. security holders 
bringing themselves up face to face with the fact that, whether it was 
their fault or whether it was bad judgment in the acquisition of the 
property, or for whatever other cause it may have been, that they 
have got a property, that, as a railroad property and taken purely 
as a railroad property, cutting out the electric light portion of it, 
is just unfortunately an unproductive property. • 

The Chairman. Mr. Syme, this is not a question which has been 
discussed very much at length before the committee, but the statement 
of your expert Public Utilities Commission was read and this ques- 
tion occurs to me. You say that when we get a fair value established 
in the court house you will have something to work on. If it is true 
that there is a distinction between fair value for rate-making pur- 
poses and for other purposes, what value will the fair value estab- 
lished under the proceedings under the Public Utilities Commission 
be to any one for merging or trading purposes or for selling pur- 
poses? 

Mr. SY3IE. I think, Mr. Mapes, it will have this effect. In the first 
place, it would establish a basis on which you would be entitled to 
determine a fair return. That would be the first thing to be done. 
That would be settled exactly, and they would know exactly what 
basis they had to make a 5 per cent or 6 per cent return or any per 
cent that was allowed. If it was determined to condemn one of these 
properties, under any proposition that might be taken up by Con- 
gress, I think then the valuation that w^as made by the Public Utili- 
ties Commission would be very useful in determining the actual in- 
vestment in the property, the fair value of the property for the pur- 
poses of a return, and then perhaps to that would be added, in acquisi- 
tion by condemnation, whatever value that might have as to their 
rights in the streets or perhaps their franchise value. I think the 
supreme court has been pretty clear that while it would be possible 
for Congress to permit one company to take over the other, that the 
franchise and everything would have to come under the condemna- 
tion, and that would be probably a greater value than for rate-mak- 
ing purposes. 

Mr. WooDB. The market value of the security is fixed more largely 
by the earnings of the company? 

Mr. Syme. Yes; I think so. 

Mr. Woods. Therefore^ if the commission should allow them to earn 
an unreasonable rate, the market value of the security would be 
unreasonably high and in excess of the true value ? 

Mr. Stmb. Unquestionably so. 

Mr. Woods. Now, I do not know what the courts have said on this 
question, but this is what occurred to me. The railway system started 
like most of them with a horse-line company, which was the best 
service for the city at that time. Then they went to a cable company, 
which was the best service for the city, and then they went to the 
electric company. Now, in fixing the value do you think anything 
ought to be allowed for the expenditure of the company in the cable 
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system which was superseded by the electric system but which was 
standard and which was serving the public in its time? 

Mr. Sy3IB. Oh, yes. I think in the case of the Capital Traction 
Co., if I recall distinctly, the commission allowed somewhere between 
one and two million dollars for its development, and that would in- 
clude the cost of superseding one system with another system. It is a 
perfectly legitimate cost, Colonel. It is a cost that had entered into 
it and must be kept up. That has been considered by the commis- 
sion. 

Mr. Woods. To find otherwise would be against the public interest ? 

Mr. Symb. Yes^ sir. I think that every dollar that has gone into 
the proposition in the public interest carried along with it a develop- 
ment value and should be the basis of return. I think that is only 
fair. But the difficulty about both of them has been that in the case 
of the Washington Railway & Electric Co. these properties, I think, 
were acquired in a very reckless way originally. I do not want to 
8av anything disagreeable, but very largely it was a kind of stock- 
jobbing proposition. Right straight through the history of those 
companies there has been an attempt to sustain these securities on the 
market out of another proposition. That matter was taken up seri- 
ously and was the subject of the first investigation ever made of the 
Washington Railway & Electric Co. It came about when they de- 
^'lared an extra dividend on their common stock. They were paying 
5 per cent and 6 per cent dividend and the commission wanted to 
know how that dividend was being earned, whether it was being 
earned from the railroad earnings or otherwise. That was the occa- 
sion of the first investigation, the first hearing, away back in 1913. 

Xow, I want to speak to you for a moment about the commis- 
hion's bill before I go on to Mr. Romjue's bill. 

The Chairman. I just want to make this suggestion^ I think the 
matter that would interest the committee would be, taking condi- 
tions as they are in the District of Columbia as far as street railway 
hVHtems are concerned, what legislation is best to improve the condi- 
tions? 

Mr. Benson. If you assume your valuations are correct, you 
wr>uld assume, I presume, that the Washington Railway & Electric 
( 'o. should be given rates sufficient for it to earn a reasonable return 
on that valuation? 

Mr. Syme. You know you have asked me a right hard question 
fliere, Judge. In the case of Smith against Ames the court held 
that what a public utility of this character was entitled to earn was 
a fair return upon the fair- value of its property. That is almost 
paraphrasing the words of the court, and yet at the same time the 
vituvt said the rates must be reasonable rates, and in other cases it 
myn that the court does not guarantee a dividend of any kind. 

Mr. Benson. Yes; but if they could earn that fair return within 
Miicli rates as are charged in other large cities, say, if it was under 
y or 8 cents, as in many other cities, of if it was 10 cents, as it is 
In IJoston, it would permit them to earn a fair return on your valu- 

jillon? 

Mr. Syme. I think so. Now, coming back to Mr. Mapes's question, 
\(iti want to get a line on a very serious situation, and that led me 
\\\ i«|KMik about the commissioners' bill. I think their bill was a bill 
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that had in contemplation the question, more or less, of equalizing 
the conditions between these two companies, that where one com- 
pany was enabled to earn a great deal more than a fair return, to 
use the words of the Cummins bill, that there ought to be a recap- 
ture, as provided in section of the Cummins bill. 

Now, speaking of your bill, Mr. Romjue, I want to state my views 
about it, and I want to state that they are not in conflict with the 
commissioners' bill in any way, because I think that bill will serve 
the purpose of equalizing conditions here, if that is going to be done ; 
but my view of the matter, purely individually, was this : It looked 
to me that we had reached a condition here when the time had come 
for all of us to try to realize what was the real relation of the 
street railroad company to the city, and that, perhaps, if that real 
relation could be realized that it would carry its own argument as 
to how it should be sustained. I looked at it from this standpoint: 
First, the fact that the question of transportation in the city is 
absolutely, in my judgment, the most intimate question that can 
arise with regard to the prosperity of the city ; the fact that people 
can be carried and transported from one part of the city to the 
other in order to be able to attend to their business, to get to it on 
time and easily and go back home from their business, and particu- 
larly so in Washington, where we have departments. The same is true 
in everv city where the customers can be brought to the people who 
are in business, where the people who are to be served are brought 
quickly and readily from one place to another. . I do not know of 
anything that is more intimately connected with the life of a city 
than that. Now, it seems to me beyond all argument that the pros- 
perity of a city really depends very largely upon the transportation 
facilities, and I have never had the matter any more clearly illus- 
trated to me, in connection with the value of the street car line to 
the business man, than I did some time ago in conversation with 
Mr. Lisner, of the Palais Royal. I went in there one afternoon to 
wait for Mrs. Syme, and I said t^ him in the most casual way, " You 
are somewhat off the line of F Street, the big-business thoroughfare. 
How are you getting along?" He said, " Mr. Syme, this is a splendid 
corner." I said, " I thought you were off the line." He said, " This 
is a great business corner because of these two street car lines that 
come here. They bring people to my door from every part of the 
city. I do not feel that the fact that I am a square off of F Street 
hurts me at alL" • I said, " What do you pay for that benefit which 
you get from the street car companies ? You ride in your automobile 
all the time. You do not pay any street car fare. What do you 
pay for this tremendous benefit you get?" He said, "I do not pay 
anything. I pay the increased taxes on my property here." I said, 
" Of course you do, but that is not any hardship. You pay one cent 
and a half on every dollar of value your property increases, but 
you are paying nothing for these facilities that take your customers 
to your door and back home again." He said, "That is true." 

Now, that illustrates just what I mean. I think the presence of a 
street car company in a city really sustains the real estate value of 
a city. I am perfectly frank to say that in Cleveland Park, if 
you did npt have the Georgetown & Tennallytown road, which is 
an awfully nonpaying road, and never has paid anything, on the 
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without authority of the legislature. There are no ililes establishing 
a market for a street raibvray. If you are jgoing to consider the 
market value as the capitalization of their eanung power, there would 
be the most tremendous difference between that and the fair value 
for rate-making purposes. The only way you could get it to a 
parity would be where you had the traffic conditions similar between 
the two. But I do not think there is any comparison or any simi- 
larity between the actual fair value for rate-making purposes and 
what is known as the market value. 

I want to say right in this connection, and this is the theory on 
which I argued the Potomac Electric Power Co.'s case before Judge 
Gould, and it is the theory upon which I believe Judge Gould is 
going to sustain my contention, that the fair value of every public 
utility exercising a public grant that is instituted primarily for the 
purpose of serving the people, is the amount of money that they have 
honestly and prudently and efficiently invested in their property. I 
do not think that it was ever in contemplation of law that these pub- 
lic grants were to be used for speculative purposes. I think it was 
intended that they should be permitted to make a fair return on their 
investment, but I do not tliink it was intended that they should be 
permitted to speculate with their investment at the cost of the public, 
or that they were to be permitted to capitalize the franchise that they 
were given for the benefit of the public, or to have any other value 
than the value of the money that they have put into it for this public 
purpose, as to which they have more or less of a monopoly, and as 
to which they are to be permitted to earn a more or less fair return 
upon their true investment. I believe that is the point where the 
courts are going to decide the question of a fair value. The Supreme 
Court has never fixed a standard. It says that each case controls 
itself. In my judgment as a lawyer I think that is where it is going 
to land and where it ought to laiid. So far as I am concerned, in 
trying these cases before the court that is the position I have taken, 
and I hope to get it through the Supreme Court of the United States. 

The Chairman. Has the Supreme Court ever made a distinction 
between a fair value for rate-making purposes and a fair value for 
•any other purpose? 

Mr. Syme. The Supreme Court defined fair value to be the fair 
and reasonable value of the property after you have considered those 
elements which go into making up that value, the investment, the 
reproduction cost, the security issue, the returns, the expenses, and 
everything that goes into the question of the fair and reasonable 
value, but it has never said in so many words just what they mean 
by a fair value. I think they have not said it because they do not 
want to commit themselves. 

Mr. Woods. Have they said what should be taken into considera- 
tion ? . -, . 

Mr. Syme. They have said what should be taken into consideration. 
Colonel, but they have said no further than that. I am just giving 
my own views here as to what is ultimately the fair value. I think 
Secretary Lane was exactly right when he expressed the same opinion 
before the Interstate Commerce Commission, and while I do not mean 
to make any invidious comparisons, I think he is one of the strongest 
men you have ever had on the commission. So that my judgment is 



RBGtJIiATIOIS' OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA. 227 

that the real question is to get these values established in court and 
then we will know where we are going. 

Xow, if they are ever going to get together, anterior to the estab- 
lishment by the courts of these valuations, in my judgment it is ^oing 
to be by the Washington Eailway & Electric Co. security holders 
bringing themselves up face to face with the fact that, whether it was 
their fault or whether it was bad judgment in the acquisition of the 
property, or for whatever other cause it may have been, that they 
have got a property, that, as a railroad property and taken purely 
as a railroad property, cutting out the electric light portion of it, 
is just unfortunately an unproductive property. • 

The Chairman. Mr. Syme, this is not a question which has been 
discussed very much at length before the committee, but the statement 
of your expert Public Utilities Commission was read and this ques- 
tion occurs to me. You say that when we get a fair value established 
in the court house you will have something to work on. If it is true 
that there is a distinction between fair value for rate-making pur- 
poses and for other purposes, what value will the fair value estab- 
lished under the proceedings under the Public Utilities Commission 
be to any one for merging or trading purposes or for selling pur- 
poses? 

Mr. Syme. I think, Mr. Mapes, it will have this effect. In the first 
I)lace, it would establish a basis on which you would be entitled to 
determine a fair return. That would be the first thing to be done. 
That would be settled exactly, and they would know exactly what 
basis they had to make a 5 per cent or 6 per cent return or any per 
cent that was allowed. If it was determined to condemn one of these 
properties, under any proposition that might be taken up by Con- 
gress, I think then the valuation that was made by the Public Utili- 
ties Commission would be very useful in determining the actual in- 
vestment in the property, the fair value of the property for the pur- 
poses of a return, and then perhaps to.that would be added, in acquisi- 
tion by condemnation, whatever value that might have as to their 
rights in the streets or perhaps their franchise value. I think the 
supreme court has been pretty clear that while it would be possible 
for Congress to permit one company to take over the other, that the 
franchise and everything would have to come under the condemna- 
tion, and that would be probably a greater value than for rate-mak- 
ing purposes. 

Mr. Woc«>9. The market value of the security is fixed more largely 
by the earnings of the company? 

Mr. Syme. Yes; I think so. 

Mr. Woods. Therefore, if the commission should allow them to earn 
an unreasonable rate, the market value of the security would b© 
unreasonably high and in excess of the true value ? 

Mr. Stmb. Unquestionably so. 

Mr. Woods. Now, I do not know what the courts have said on this 
question, but this is what occurred to me. The railway system started 
like most of them with a horse-line company, which was the best 
service for the city at that time. Then they went to a cable company, 
which was the best service for the city, and then they went to the 
electric company. Now, in fixing the value do you think anything 
ought to be allowed for the expenditure of the company in the cable 
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fare, and perhaps putting it down to where it was able to earn a fair 
return on its fair value on. a 5-cerit fare, and considering the fact 
that we collected last year about $8,750,000 in taxes, and I do not 
suppose there is any virtue left in the half-and-half whereby Con- 
gress provides dollar for dollar for every dollar we collect, because I 
think it goes back into the Treasury, out it seemed to me that it 
would give the city the best system in the world, and it would do so 
without increasing taxation, or if it did increase taxes it would not be 
more than one-tenth of 1 per cent. 

The Chairman. Do you think the plan would commend itself to 
those who believe that the Government has contributed enough when 
they contribute half of the expenses? 

Mr. Syme. That is a question, Mr. Mapes with many Members of 
Congress. The main question is not how much you contribute. I 
think if you can work out a plan that gives the city of Washington 
an ideal street railway system and if it would be efficient and reason- 
able in its charges, would be adequate, and would have the power to 
extend its lines, I think all of you would be fairly willing to have the 
Government meet any portion of the expense. 

The Chairman. Of course, it is not a question of what we con- 
tribute, but it is a question of what, as public officials, we ought to 
do for the Government. 

Mr. Syme. Sure. I think that you would all feel that the Govern- 
ment service would be rendered much more efficiently if you had a 
transportation system here that would enable the greatest manufac- 
turing plant in the world — because it is really a manufacturing plant 
hiere, manufacturing the United States Government — to enable those 
that work in it to be certain that they would be on time and get 
home quickly. And Washington is going to keep on extending, be- 
cause there is going to be more and more Government activity here. 

Mr. EoMJUE. In the event that no merger would be accomplished, 
taking into consideration existing conditions between the two com- 
panies, can there be any legislation that would put both railway com- 
panies on a basis of fair compensation for their investment? In 
other words, can there be any legislation in the event of no consolida- 
tion of these railways, that would put the Electric Co. on a fair basis 
without causing the public to contribute more to the Capital Traction 
Co. than it ought to contribute ? 

Mr. Stme. I do not see how you are going to do it. The question 
with us here is a question of equalization of the two roads with refer- 
ence to the return that they have a right to retain, but not with ref- 
erence to the return they have a right to take from the people. 

Mr. EoMJUE. Then, you do not believe it would be possible to 
make an equalization that would be fair to the public and fair to both 
the railways unless there was a merger? 

Mr. Syme. I can not conceive of any way in my mind. I do not 
see how it could be done. I think it would be utterly unfair, and I 
certainly fojught it hard for six years when the electric light people 
were carrying the deficiencies of the railway company. I think it 
is utterly unfair and illegal. I think the commissioners' bill has 
this very great virtue, and that is that it would put the Capital Trac- 
tion Co. in a more acquiescent frame of mind with reference to the 
merger, and my judgment is that so far as the Washington Bailway 
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& Electric Co. people are concerned, they have got to be acquiescent 
to some such thing before it goes very much longer. I thmk it is 
going to come, ex necessitate reL In other words, they have got to 
run the railroad or not run the railroad. Now, as to whether any 
court is going to lop off the Georgetown & Tenleytown Eailway. or 
lop off the Brightwood Railway, or the City & Suburban Railway 
and throw them out and let them take care of themselves as best 
they can under separate receivership or separate management, I do 
not believe there is any court in the world that is going to do it, and 
I will tell you why : Because the Washington Railway & Electric Co. 
people own all the stock of those roads, and have owned that stock 
since the time of consolidation away back almost 20 years ago. The 
Georgetown & Tenleytown Railway consists of tracks and poles and 
a sand car. If it had been a separate organization all that time, 
it would either have gotten itself into the situation it is now and 
brought itself up into running order, or it would have gone out of 
existence altogether. I think the same thing is true of the City & 
Suburban road. 

Mr. Benson. But they would not be in that condition at all if you 
give them a rate that would allow them to earn a fair return on their 
valuation. 

Mr. Syme. Now, Judge, the fare is the thing that has its own 
limitation. It may be that people would ride if you gave them a 
10-cent fare to-morrow. 

Mr. Benson. They have asked for 7 cents straight. 

Mr. SrME. I do not know how that will work out. Each time they 
have asked for an increased fare it has not worked out sufficiently. 
If a 7-cent rate will not work, or an 8-cent rate, and you give them 
a 10-cent rate, the very moment you go to a rate of that character 
you almost inevitably cut out the short ride, and that is where the 
profit is made. I think I know the people in Washington well 
enough to know that a man who lives within a mile of his business 
is going to walk there, at the present high cost of living, if he has 
to pay a high rate of fare. The short haul is where the money is 
made. The long haul is done at a loss. Therefore it looks to me 
that it has its own limitations. If you make it a long-houl fare, you 
are going to cut your own throat. I think the Washington Railway 
& Electric Co. is going to get to the point where they will feel that 
tlieir security holders are going to take a pretty exact view of what 
their investment is, and if they are getting a bad return they will 
liave to make the best they can out of it. I think they should be 
fairly and squarely treated in any merger proposition, and it looks 
to me, to force the situation on the one hand and with the coercive 
possibilities of the commissioners' bill on the other hand, that it might 
have the virtue of effecting an attempted merger voluntarily where 
otherwise it would not occur. Now, in regard to a voluntary merger, 
it occurs to me that if it was made, let us say, on the basis of the 
valuation that has been fixed by the commission at this time, and 
^^ould be finally consummated ori the confirmation, of such valua- 
tion by the courts, that it could work injustice to no one. The ques- 
tion would be between the claim of the company and the claim of the 
public as to what a just value would be, and that would be decided 
by the court. 
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The Chairman. The bill that you drafted authorized the Capital 
Traction Co. to acquire and hold the stock of the other company in 
the District and to pay for the same by issuing an additional amount 
of its capital stock, and the capital stock is limited, not to exceed 
$22,000,000. How did you arrive at that figure! 

Mr. Syme. I am trying to recall. I arrived at it in some sort of 
rough way. I think I arrived at it by taking the equity in the Cap- 
ital Traction Co., which would be the difference between its fair 
value and the indebtedness on it, and whatever equity there might 
be in the Washington Railway & Electric Co., and added on to that 
about a couple of million dollars to get well over the two. 

The Chairman. It was made after the valuation was fixed by the 
Public Utilities Commission ? 

Mr. Syme. Yes, sir ; I think so. The date of the bill will tell you. 
I think the valuation was fixed on the 4th of September. 

The Chairman. Was it your idea that this capital stock would be 
issued in addition to the bonds and stocks of the existing companies! 

Mr. Syme. The amount of $22,000,000 was thrown in there with- 
out any more calculation than that, if anv such thing was ever seri- 
ously considered, that you would know what should be put in. 

The Chairman. Well, was it not thought that it would be seri- 
ously considered? 

Mr. Syme. No ; I think not. Congress has seriously considered so 
many things I did not expect it to, and has not considered seriously 
so many things I expected it to, I do not want to prophesy. 

The Chairman. If we seriously consider it, we would have to seri- 
ously consider those questions. 

Mir. Syme. Surely. 

The Chairman. Now, the valuation on the Washington plant 
alone is $16,000,000. 

Mr. Syme. Yes, sir. 

The Chairman. And the valuation on the Capital Traction Co. 
is $14,000,000. 

Mr. Syme. Yes, sir. 

The Chairman. That would be $30,000,000, to say nothing of the 
Potomac Electric Power Co. ? 

Mr. Syme. Yes, sir. 

The Chairman. And your bill authorized the Capital Traction 
Co. to acquire and hold the stock of the Washington Eailway & Elec- 
tric Co., the City & Suburban Railway, the Georgetown & Tennally- 
town Railway, and the Potomac Electric Power Co., and to pay for 
it in the issuance of $22,000,000 worth of stock? 

Mr. Syme. Yes. sir. 

The Chairman. I wondered how that could be done ? 

Mr. Syme. Well, you see, you have $30,000,000 now. You have 
$15,000,000 in Washington Railway stock now, and that covers the 
other companies. 

The Chairman. That would cover the stock of the other com- 
panies ? 

Mr. Syme. Yes, sir. I think you have $12,000,000 in them. That 
is $27,000,000. Then you have against the properties the outstand- 
ing bonded indebtedness, and the equities of the property would 
be represented in the stock and not m the outstanding bonded in- 
debtedjoess. 
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The Chairman. That, then, when it came to guarantee the divi- 
dends, would pay for the interest on the bonds, and in addition to 
that, would pay dividends guaranteed? 

Mr. Syme. Of course, the interest on the bonds would have to be 
met from operations. 

The Chairman. It seemed to me that the bill contemplated the 
payment of everything by the issuance of stock. 

Mr. Syme. Well, it would contemplate the acquisition of the prop- 
erty. They could only acquire the equity in the property which the 
company has. You see, these properties are mortgaged. There are 
bonds outstanding against both of them, not many against the Capi- 
tal Traction Co., but a great many against the other one. 

The Chahiman. Was that your idea when you proposed this? 

Mr. Syme. Yes, sir. You could not disturb the mortgage indebted- 
ness ; you could take over the equity. It might be possible to refund 
this mortgage indebtedness of the Washington Railway & Electric 
Co. They have a large quantity of 4 per cent bonds selling now at 
about 58, and they might be refiinded, you see, at a very much lower 
figure than the face value of the bonds. I do not know what the 
Capital Traction Co.'s bonds are selling at, but I imagine at par. If 
they are 5 per cent bonds, they would be better than par. 

Mr. Romjue. Then, in the event of a merger, whoever acquired the 
property, of course, would have to expect to pay off the mortgages. 
That is really not an asset ; that is a liability. 

Mr. Syme. No ; it is a lien against the property, but it looks like a 
right practical thing to refund the mortgage debt of the Washington 
Eailway & Electric Co. at a very reasonable figure. 

Mr. Romjue. There are only two ways in which a merger could 
be brought about, and that is either by a voluntary agreement be- 
tween the owners of the properties, or by condemnation procedings. 

Mr. Syme. I can not see any other way. There was some discus- 
sion before the committee as to the power of Congress to authorize 
one company to condemn another. It seemd to me the law was very 
clear that Congress had that power, under the right of eminent 
domain. I think the Supreme Court decided that in a case in Vir- 
ginia. Judge Wood would probably know about it. I think it was 
a case of a railroad down in Louisa County. It was the Richmond 
railroad and the old Louisa County railroad. The Legislature of 
Virginia authorized one to condemn the other, and the constitution- 
ality of that act was raised, and, I think, m 13 Howard the Supreme 
Court passed on it. My recollection is that the Supreme Court of 
Massachusetts, which is pretty nearly^ as good authority as the Su- 
preme Court of the United States, laid down this rule in the case of 
the Campbell Bridge Co. against the city of Lowell, I believe it was, 
in about Fourth Gray. I have not looked at the law for a long time, 
but I recall that I looked it up to see whether Congress could use 
one company as the instrumentality of the other, and it seems to 
me it could, under this situation. 

Mr. Romjue. Is there any difference* between the condition that 
exists here and the condition that exists in any ordinary city through- 
out the country, by reason of this fact, that there are thousands of 
Government employees that are engaged in Government work and 
constitute a part of the Government, and the transportation lines 
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in the city are really accommodating the Government itself — the pub- 
lic service? Can you not see a distinction between the conditions 
existing here and those which would exist in, say, New York City, 
or any other city where the Government itself was not directly func- 
tioning? 

Mr. Syme. I can imagine that there would be a very serious dif- 
ference, from a governmental standpoint. You see, there is no other 
city in the world, that is not a great industrial city, that has to be 
accommodated to the reason for the city being there. We are all 
here because the Government is here, and for no other reason. If 
the Government went away, there would not be any Washington. 
Almost everybody here is really working for the Government. The 
people that do not work for the Government 

Mr. Drane. Those who are not working for the Government are 
working the Government. 

Mr. Syme. No; they are working for those who are working for 
the Government. There is not anybody here that is working the 
Government. I have lived here 35 years. I think Washington is 
about as clean a city, as far as the individuals that compose it are 
concerned, if not the cleanest city in the United States. I think it 
is the best city to live in in the whole world. I do not think any- 
body here is doing any injustice to the Government that they 
know of. 

The Chairman. Suppose the Capital Traction Co. should not see 
fit to buy the stock of the Washington Railway & Electric Co. and 
these other companies, under your bill, what would happen? 

Mr. Syme. There would be no progress here. You would be right 
where you were before. This would be simply an enabling act here. 
There is no coercive force in it at all. 

The Chairman. I do not see anything in the bill which says what 
is to be done with the bonds and other things. It says in the event 
the Capital Traction Co. shall purchase the stock or property of the 
street railway companies hereinbefore mentioned, and so on. 

Mr. Syme. Yes, sir; the bonds would stand just exactly like a 
mortgage stands on a house when it is transferred from one owner 
to another owner. I might take a house and assume a mortgage on 
it at 6 per cent, and I might go out and find some fellow who would 
loan me the same amount of money for 4 per cent, and refund it. 

I'he Chairman. A man who paid a $1,000 down on a house would 
not consider that he had bought it if there was a $5,000 mortgage 

on it. 

Mr. Syme. No ; he would have a $1,000 equity in that house. 

The Chairman. If you bought the property of the Washington 
Railway & Electric Co. and did not buy the bonds, which I suppose 
are what the property is worth, you would not have bought the prop- 
erty of the Washington Railway & Electric Co. 

Mr. Syme. You would have bought all of it that anybody can buy. 

The Chairman. No ; you can buy the bonds. 

Mr. Syme. If you buy the bonds, you will simply buy the bonds 
and not the property. 

The Chairman. If you do not pay off the bonds you have not got 
the property. 

Mr. Syme. No more than you have complete title to a house on 
which there is a mortgage. 
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The Chairman. I would not consider that I had bought a house 
until I had paid the mortgage. 

Mr. Symb. Well, you certainly would be in a very much better fix 
than some people who had not gotten the house in that way, whether 
they considered they had bought it or not. You would have the right 
to occupy it and use it. You would have the complete dominion over 
it, except that you would take it subject to the lien on it. 

Mr. Benson. Do you think we could, by any condemnation pro- 
ceedings, condemn the property, subject to the mortgage? 

Mr. Syme. I do not see why not. 

Mr. Benson. Do you not think that if we should condemn the 
property we would have to pay for the entire property ? 

Mr. Syme. When they condemned the property they would have 
to pay off the mortgage on it out of the proceeds, but if I had a mort- 
gage T)n my house, that would not prevent Congress from condemn- 
ing it, if they wanted to use it for a public purpose, but they would 
pay the mortgage off out of the proceeds, of course. 

The Chairman. You said that at the time you drafted this, this 
was your opinion. Is it still your opinion that Congress should enact 
this legislation? 

Mr. Syme. Why, this was my view of a possible solution of it, and 
the best solution I saw of it, from my standpoint, and I have not 
changed it any. 

The Chairman. Do you think this -legislation should be passed by 
Congress ? 

Mr. Syme. Yes, sir; that is my individual personal view of it. 
Of course, it is an utterly radical departure from anything we have 
ever had before, and it seems to me the time has come when we are 
going to have radical departures if we are going to have street- 
railway system here that is going to accommodate the needs of Wash- 
ington, and will be the model system that we ought to have in the 
Capital of the Nation. If we do not make this radical departure, I 
think the next best thing to do is to pass the legislation suggested by 
the commissioners. 

The Chairman. Under the optional feature of acquiring the stock, 
and under the limitations which the bill sets up, what practical ad- 
vantage would there be in passing this legislation ? 

Mr. Syme. The first practical advantage would be that you would 
have a street railway system, in my judgment, that was more com- 
pletely under public control than any street railway system in the 
United States. That is what we want. 

The Chairman. We have got this on the statute books, and we 
have still got the street-railway systems here as they are. 

Mr. Syme. Yes. 

The Chairman. I say what practical advantage would there be in 
this legislation? 

Mr. Syme. The ability, in the first place, I think, to carry every- 
body at a fare of 5 cents, or six tickets for a quarter. 

The Chairman. There is a step in there which it does not seem to 
me has been taken. The Capital Traction Co. has not bought the 
stock of the other companies, and the other companies have not sold 
yet, but we have got this on the statute books. 

Mr. Syme. Yes, sir. 



238 REGULATION OF PUBUC UTILITIES IN DISTRICT OF COLUMBU. 

The Chairman. What is going to result? 

Mr. Syme, I do not know, sir. This is simply an enabling act. 

The Chairman. Do you think the companies would get together 
under this bill ? 

Mr. Syme. I do not know, sir, whether they would get together 
under this bill or not. I think it is going to be almost imperative for 
them to get together under some plan. Whether they will do it under 
this bill or not I do not know. 

The Chairman. Is it not practically impossible for them to get 
together under this bill ? 

Mr. Syme. I do not see any reason why it would be any more im- 
possible to get together under that bill than under any other plan 
which has been suggested. 

The Chairman. I do not see how they could own the stock of the 
two companies for $22,000,000, on a valuation fixed by the Cdhimis- 
sion as $30,000,000, when the companies are contesting that. 

Mr. Syme. Of coure, we are trying to get just what you mean, and 
what I mean here. Here is what I was driving at. Leaving out the 
$22,000,000 for a minute, which is an arbitrary figure put in there, 
although approximately correct, the Capital Traction Co. has a capi- 
tal stock of $6,000,000 and the Washington Railway & Electric Co. 
has a capital stock of $15,000,000, and the Potomac Electric Power 
Co., let us say, has capital stock of, I think, $6,000,000, and I have 
forgotten the smaller properties. That is $33,000,000 worth of stock 
outstanding. Now, that stock outstanding is a muniment of title, so 
to speak, of what? It is a muniment of the proportionate ownership 
of these individual stockholders in the property of this company, 
and what is the property of this company in which the stockholders 
have this proportionate ownership? It is what is left of the value 
of that company after the mortgage indebtedness on it is paid. That 
is what is represented in the stock. 

The Chairman. Mr. Benson has called attention to the fact that 
they could not condemn these properties or get the properties with- 
out taking care of the mortgage indebtedness. 

Mr. Syme. Entirely so. The mortgage indebtedness takes, care of 
itself. You do not have to bother about the mortgage indebtedness. 
That is covered with bonds. Let us assume that is so. If Congress 
authorized that and the board of directors of the Washington Rail- 
way & Electric Co. got together and said, " We will sell the entire 
capital stock of the Washington Railway & Electric Co. to the Capi- 
tal Traction Co. for $10,000,000," and they sold it, then the Capital 
Traction Co. would own the Washington Railway & Electric Co., 
but they would own it subject to this outstanding bonded indebted- 
ness, and that is all there would be to it. 

Mr. Drane. They would own the equity that they bought ? 

Mr. Syme. Certainly. 

Mr. RoMjuE. If the mortgagees foreclosed the mortgage they 
would not own anything. 

Mr. Syme. Sure. It would be the same way if they did not com- 
bine them. If the bondholders came forward and actually fore- 
closed the Washington Railway & Electric Co. and sold it under 
foreclosure proceedings, amd they did not buy it at the face of the 
bonds, the stockholders would not have one single cent of value in 
the world. 
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Mr. Rom JUB. It would not change the facts at all ? 

Mr. Stme. It would not change the facts at all ; no, sir. 

The Chairman. Still you think they might do that if this legis- 
lation was enacted. 

Mr. Syme. Might do what? 

The Chairman. The Capital Traction Co. might buy the stock of 
the Washington Railway & Electric Co. and put itself in a position 
where it would not have anything in case the mortgagees foreclosed 
the mortgages. 

Mr. Syme. It might or might not. That would be a business 
pixjposition which, I think, the Capital Traction Co. would deter- 
mine, it seems to me, as a business matter. The Capital Traction 
Co. understands its own earning capacity, limited by the Public 
Utilities Commission and by a reasonable rate. It knows more or 
less the financial condition of the other company. It would deter- 
mine, as a business proposition, whether it could take that burden 
on its shoulders, and with its present property, combined with this 
property, run the two and make a fair return on the combined valua- 
tion of those two properties, and if it could it would be developed 
as the best street railroad property in the whole world, if we had a 
consistent system. If they thougfit they could not do it they would 
not do it, and they would be very foolish to do it if they were not sure 
they could do it, because I doubt whether there is a street railway 
system in the United States to-day that is as inherently valuable as 
the Capital Traction Co. 

Mr. Wheeler. I suppose Col. Kutz could probably answer this 
question. How many miles of track are there where the two lines 
run on the same streets ? There are a great many streets here where 
both lines run on the same streets, are there not ? 

Col. KuTz. On the, same track? 

Mr. Wheeler. No ; they both have separate tracks, I have noticed 
in several places in Washington. 
. Col. KuTz. Vei-y little. 

Mr. Syme. At Fourteenth and New York Avenue the tracks par- 
allel each other. 

Col. KuTZ. On Fourteenth Street, for one block, and on New 
York Avenue for one block. 

Mr. Wheeler. I thought there were several miles where they 
paralleled one another. 

Mr. Syme. I do not think so. 

Col. KuTZ. They jointly use track sometimes. 

Mr. Wheeler. Double track? 

Col. KuTZ. Down at Union Station they have double tracks. 

The Chairman. Would it be possible and practicable to pass 
legislation that would compel the merger of the two systems, and 
then have one of them operate the two lines ? 

Mr. Syme. As I have said, I have not looked at the law for a 
good many years, but it seems to me that the right of Congress to 
authorize one railroad to condemn another is a right that could 
be constitutionally exercised. 

Mr. Benson. Without compelling them to do it ? 

Mr. Syme. If Congress authorized one corporation to exercise the 
power of eminent domain, they would simply go ahead and exercise 
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it, using the instrument that Congress had provided for the con- 
demnation. 

Mr. Benson. Do they have to do it ? 

Mr. Stme. I do not know, sir. I would doubt it. I think that you 
could authorize the condemnation, but I do not know whether you 
could compel them to do it or not, sir. I never faiew of that ques- 
tion being raised before. 

Mr. Hanna. How can you compel people that have ^t their 
money in the Capital Traction Co. to invest new money m some- 
thing? 

Mr. Syme. I would doubt it. 

Mr. BoMJUE. I think you could not compel them to put their 
money into something, but I think you could compel one corporation 
to institute condemnation proceedings to condemn the property of 
another corporation, just like you could empower a corporation to 
condemn property across the State. 

Mr. Syme. Yes ; you give the power of eminent domain to a rail- 
road, but it does not have to condemn it unlesg it wants to condemn 
it. You can not make it condemn, but you can take away its charter 
if it did not do it. 

Mr. EoMJUE. Does not this bill go as far as legislation can go, 
unless you go further and institute condemnation proceedings? It 
authorizes it, that is all. 

Mr. Syme. I do not know, sir. I would not like to say whether 
other bills could not be introduced that might go even further than 
that. 

Mr. RoMJUE. As I get the facts from the evidence — and I have 
. not been here, owing to sickness and death in my family, for the 
last hearings — ^I gather from what I have heard that the Capital 
Traction Co. is now on a paying basis ; is not that correct ? 

Mr. Syme. Yes, sir; the Capital Traction Co. has always been 
on a paying basis, and the company has conducted itself with tre- 
mendous wisdom. Some years ago, when it was on a good paying 
basis, I do not know whether it saw a cloud coming or saw times 
coming that it was going to anticipate, but it reduced its own divi- 
dends voluntarily from 6 to 5 per cent, to lay aside a fund 

Mr. EoMJUE. I do not know what is the fact, but from the evi- 
dence I have heard here the indications seem to be that the Capital 
Traction Co. has been a successful company, and that the Washing- 
ton Eailway & Electric Co. has been a failure from a financial 
standpoint. 

Suppose the companies are left without legislation, and fares are 
increased to 7 cents, you will take out of the pockets of thousands 
of Government employees here, and the public, and contribute to 
a corporation which is already on a paying basis in order to put 
another corporation on a paying basis. 

Mr. Syme. That is true, and that is the situation that the com- 
missioners have tried to reach — ^to recapture a part of the funds 
paid over to the Capital Traction Co. 

Mr. EoMJTjE. It would seem self-evident here that in putting two 
railroads on a reasonable profit-earning basis the public ought to 
have some reasonable consideration, as well as the Capital Traction 
Co. 
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Mr. Syme. Yes, sir; I think really the first duty of the com- 
panies and everybody is to the public — ^the people that have got to 
use these lines and have got to m carried and have got a right to be 
carried at a reasonable rate. I do not think anybody rides on the 
street cars because they want to. We ride because we have to. 

Mr. Drane. In the first and last analysis, the public is to be con- 
sidered. 

Mr. Syme. I think so. 

Mr. Drane. The corporations themselves are creatures of the 
public. 

Mr. Syme. I think so. 

Mr. Benson. Do not a great many of the Government employees 
live out in Maryland? 

Mr. Syme. I do not believe there are a great many in comparison 
with the great bulk of them here. 

Mr. Benson. I do not suppose the large majority, but a great 
many of them. 

Mr. Syme. I would not have any idea what the proportion was. 

Mr. Benson. There are a number of them. 

Mr. Syme. There are a number of them, but I would not have the 
slightest idea what the proportion was. I should think the per- 
centage would be very small. 

Mr. Benson. Take a location like Chevy Chase. That is right 
outside of the district, is it not? 

Mr. Syme. It is partly in and partly out of the district. The 
major portion of it is outside of the district, although it has built 
up tremendously in the last few years on this side of the district 
line. The district line is about two blocks on the other side of the 
circle. 

Mr. Benson. The portion that is outside of the district would 
contribute nothing in the way of taxes toward this charge ? 

Mr. Syme. No, sir ; not so far as I can see it. 

Mr. Benson. So, they would be getting a benefit of the cheap 
fare from Chevy Chase that the* taxpayers in Washington would 
be paying for, would they not? 

Mr. Syme. That is true ; yes, sir. There is no way that we could 
levy a tax on them out there. 

Mr. Benson. And there is no way we could take care of Mary- 
land rates at all, or rates running out into Maryland, by this ? 

Mr. Syme. I do not know, sir. I did not consider that. I think 
Col. Kutz's view about it is as good as any I have ever heard. I think 
he has considered it pretty carefully, as to the relation of the urban 
line here to those that live at the District line. It is a serious ques- 
tion, and it is one that has ^ot to be taken care of. When we had 
the question up here at the time the little interurban fell down, the 
commissioners authorized one of the Maryland lines, of which the 
Washington Railway & Electric Co. owned the stock, to take it 
over, so as to keep that line going, and there are these other lines 
that we have to regard, but I do not think it would be a serious 
proposition to take care of them. 

Mr. Benson. You want these lines to continue to run out into 
Maryland ? 

Mr, Syme, I think so. 
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Mr. Benson. For the benefit of the district as well as the people 
in Maryland? 

Mr. Syme. Yes, sir ; it would be for the benefit of both, 

Mr. Benson. They have been operated at a loss, have they not, 
pretty generally ? 

Mr. Syme. I should imagine, sir, that it is hardly possible to con- 
duct a street railway line, as such, having a large percentage of its 
mileage suburban, and operate it at a profit on the fare that j^ou 
can operate at a profit on in the city itself. 

Mr. Benson. That is on the theory that they are feeders to the 
main line, and the Washington line can afford to have a loss on them 
because it gets the extra travel after the people get in the city, is 
not that true? 

Mr. Syme. I think that would be the theory of it. There can 
not be any other; but, of course, in the course of time they get 
more profitable, they build up. 

Mr. Benson. Under your plan the owners of apartment houses, 
the owners of business properties, and the owners of dwellings, who 
use the street railways very little or possibly none, and even non- 
resident owners, would contribute to the cost of the railway system 
here, would they not? 

Mr. Syme. Sure; yes, sir. 

Mr. Benson. You do not see any objection to that? 

Mr. Syme. Not the slightest in the world. I think it benefits 
every one of them. 

Mr. Benson. What objection is there to the users of the electric 
current paying something toward the maintenance of the street car 
system, if they are not, in fact, paying an excessive rate for their 
electric current? 

Mr. Syme. Because the users of electric- current are not benefited 
any more by the street car system than anybody else is, and you are 
having 25,000 people pay what ought to be distributed over 450,000. 

Mr. Benson. But you can not work any of these things out ex- 
actly. For instance, the people of Chevy Chase would be paying 
nothing, and yet the man on one side of the line would be getting 
just as much benefit as the man on the other. You oould not work 
the thing out so that you would do exact justice? 

Mr. Syme. No; but it would be inexact justice to make 25,000 
people pay what 450,000 people ought to pay. 

Mr. Benson. You can not get some of them to move unless the 
Government does its half. If you put this on the property owners, 
would it not be possible for the property owner to put that addi- 
tional tax on tjie rental, and would he not do it? 

Mr. Syme. I do not know, sir, what proportion of the property 
in Washington is rented. 

Mr. Benson. Well, if he owned it, would he not have to pay it ? 

Mr. Syme. Of course, my judgment is that every tax is ultimately 
paid in some way or other by the ultimate consimier. I do not see 
nny other way. I never have seen any other way and caught the 
logic of it. There was a pretty serious piece of legislation passed 
lune when Congress passed the intangible tax act. It was assumed 
that the people who were loaning money here in Washington, who 
w<*re getting the benefit of those loans and getting interest out of 
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their loans and a safe investment would be the persons who would 
pay that tax, but I think in 9 instances out of 10 they increased 
the rate of interest to the fellow who was so unfortunate as to have 
to borrow money. I know it was so in my case. I have a mortgage 
on a little house of my own up on Eighteenth Street. I kept a photo- 
graph of that. If there is anything that I thought Congress ought 
not to have done, it was to pass the intangible tax law here. 

The Chairman. Do not let us get oflF the bill. 

Mr. Syme. I want to tell you that I had a photograpb taken of 
that. I had a little old house up on Eighteetith Street, that I lived 
in about 14 years, and I had a $3,000 mortgage on it, which I was 
getting at 5 per cent. Here was the irony of the situation. The 
bill was passed in September. The tax was entered on the 1st of July 
and was sent down to the commissioners, and sent down to me to 
determine how to put the thing in operation. I went over it pretty 
carefully, and I know that the bill could not possibly go into opera- 
tion until the next 1st of July. There was no way of operating it. 
There was no way of computing it, and it was put off for a year. 
When the mortgage became due I had to renew, and instead of pay- 
ing 5 per cent I had to pay 5.4 per cent. I asked why, and was told 
it was on account of the intangible tax. I said, " No one has got to 
pay it yet. That is held up until next year." " Well," they said, " we 
will raise it now just the same." That was the beautiful effect of the 
intangible tax law that was passed with the idea that the millionaires 
who came into Washington to loan money would pay the tax. 

Mr. Benson. It was testified here yesterday that the current, as 
manufactured by the electric power company, costs to manufacture 
about 6.75 mills, and that the current manufactured by the other 
railroad company for its own use costs them over a cent. 

Now, as I understand it, the power company, as originally organ- 
ized, was a rather small concern, and at that time the Washington 
Railway & Electric Co. loaned its credit to the power company, and 
guaranteed the indebtedness of the power company. Now, if by that 
lending of the credit of the Washington Railway & Electric Co. to 
the power company it was enabled to put up a plant and to conduct 
business by having an outlet for its electricity in large quantities, 
furnishing the railways as well as the consumers here in the city, 
and was able to manuiacture electricity at 6.75 mills, as compared to 
a cent, the cost to the other company, do you see any reason why the 
Washington Railway & Electric Co. should not get the benefit of that 
difference of cost of the current that was due to the credit it loaned 
to the power company, in the first instance ? 

Mr. Stme. I do not see why the fact that I loaned a person my 
credit for the purpose of enabling him to put up a plant, if it did not 
cost me anything, should enable me to bleed somebody else for the 
next 100 years because I did it. That is what the situation is in 
regard to the power plant. 

Mr. Benson. Would it be an affliction on anybody if a portion of 
the people of Washington had to pay a fair rate for electric current 
such as charged in most other cities, if by doing that you could re- 
lieve the riders of Washington from an increased carfare, and also 
get rid of this proposition of enabling the other railroad to charge 
more than it needed ? Would that be any different from your plan 
of putting it on the taxpayer generally ? 
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Mr. Stme. They are two entirely different things, as far as I can 
see, since in the one case ^ou would make 25,000 people who hap- 
pened to be usin^ electric nght pay for something that 250,000 were 
getting the benefit of. As far as the users of electric energy are con- 
cerned, I do not think they ought to be compelled to pay any more 
than will yield a fair return to the company that supplies that 
energy. 

Mr. Benson. Do you think 6 per cent a fair return to a public 
service corporation at the present time, considering the present money 
rates ? 

Mr. Symb. That is a very hard question to answer, sir. The cost 
of money has varied so much, and the conditions here in the country 
are so difficult, that you can hardly say what really is a fair return. 
Six per cent is a very conservative return, certainly. 

Mr. Benson. Very low at the present time, is it not ? 

Mr. Syme. I imagine that 6 per cent is low, sir. I do not mean to 
say that it is unfair, but I mean to say it is exceedingly conservative, 
and I thing it is low. 

Mr. Benson. Is it not a fact that high-grade public service corpo- 
ration stocks and bonds are selling at aoout 8 per cent on the market 
throughout the country, and have been for the last year or more? 

Mr. Syme. Yes; that is probably true. As a matter of fact, the 
situation here with reference to railroad securities, particularly in 
regard to street railway securities, is a hard one. It has been diffi- 
cult to get money invested in them. I think they are pretty sick 
people, most of them, all over the United States. 

Mr. Benson. Do you think there is likely to be any more put into 
them? 

Mr. Syme. I think it is very difficult to get money put in. That is 
one reason they are talking somewhat along the line I suggested, that 
if the burden of having to get so much money was taken off of these 
roads, and if the extensions were made by the city in the places where 
they were needed and paid for by the cities, that the railway com- 
panies would not have to borrow so much money. They would not be 
required to go into the market so frequently. 

Mr. Benson. You are in favor of Government or municipal owner- 
ship? 

Mr. Syme. I think it is going to come, and I think it is ultimately 
going to prove a good thing. That is my view. 

Mr. Benson. Do you know of any Government department that 
is more economically managed than the private corporations, or 
more efficiently managed? 

Mr. Syme. I doubt it, sir. 

Mr. Benson. Do you know of any? 

Mr. Syme. I am not familiar with the many municipal govern- 
ments sufficiently to state about that, except this one here, and there- 
fore I could not speak. My own opinion is that the municipal gov- 
ernment here is an exceedingly well and exceedingly economically 
administered municipal government. Of course, we all down there — 
and I can not disassociate myself from it, although I have left it — 
are right under the scrutiny of Congress all the time. We have to 
come up here for every cent that we spend, and we have to tell you 
just how we are going to spend it, and you are pretty rigid usually 
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about it. I think that makes for an efficient and economical munici- 
pal government. 

Mr. Benson. You think that the commissioners are men of expe- 
rience and ability exceeding the present management of the Capital 
Traction Co.? 

Mr. Syme. I think, as far as native ability is concerned, that the 
present commissioners have just as much as those who are running 
either one of these railroads, and I think that when they had the 
experience that comes with the detailed operation of a plant like that, 
that they could run it as well as anybody. But I know one thing, 
that so far as any business on earth is concerned, it does not make 
any difference how much native ability you bring into it, you have 
got to have experience before you become as effective in it as other 
men who have been in it for years. 

Col. Woods will say that a lawyer has to be practicing awhile 
before he gets over the feeling of being scared to death every time 
he goes in the courthouse. 

Mr. Benson. They have not had that experience, have they? 

Mr. Syme. You asked me about abilitv? 

Mr. Benson. Experience and ability both. 

Mr. Syme. I can speak as to ability, but as to experience, it does 
not yet exist. I could not speak as to that. 

Mr. Benson. It would be like a lawyer. Their clients pay well 
while they are getting their experience. 

Mr. Syme. I am afraid that a good many of them were in the 
unfortunatfe position of having to pay me for some that I got, but 
just think how those that come later on benefit. 

The Chairman. Do you care to make any further statement ? 

Mr. Syme. No, sir. 

(Whereupon the committee adjourned to meet to-morrow, Friday, 
February 13, 1920, at 10 o'clock a. m.) 
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CoMMrrTEE ON THE DISTRICT OF COLUMBIA, 

House of Representatives, 
Friday, February IS, 1920. 
Tht committee met at 10 o'clock a. m., Hon. Carl E. Mapes (chair- 
man) presiding. 

The Chairman. According to the previous arrangement, the com- 
mittee will be glad to hear this morning from Mr. Hamilton, of 
the Capital Traction Co. 

STATEMENT OF ME. OEOEOE E. HAMILTON, PRESIDENT OF THE 
CAPITAL TRACTION CO., WASHINGTON, D. C. 

Mr. Hamilton. Mr. Chairman and gentlemen of the committee: 
On behalf of the Capital Traction Co. I desire to submit these views 
and conclusions on several of the questions raised during the hearings 
on the bill under consideration, and I ask that I may be followed by 
Mr. John H. Hanna, our vice president in charge of operations, who 
is prepared with facts and figures to inform the committee in regard 
to the detail of operation, construction, returns, and other matters 



246 REGULATION OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA. 

that may be of interest to the committee. I think that the time of the 
committee will be saved by this arrangement. 

The inmiediate occasion of these hearings is House bill 9806, known 
as the Mapes bill, but prepared by the commissioners of the District 
of Columbia and sent forward for consideration in Congress. This 
bill contains two salient features, one a taxing provision which 
changes the order of taxation that has been imposed for quite a 
number of years and provides further for a consolidation of the 
companies, a voluntary consolidation, along lines laid out by the com- 
mission. 

The discussion on this bill has taken a wide range and questions 
legal and questions of fact that are not directly involved in the 
consideration of the bill itself, and the great question of the power 
in Congress to act on conditions now brought to the attention of 
Congress, have been discussed, and the wide range of discussion makes 
it difficult to proceed along a direct line of expression or argument. 

I intend, as stated in the very beginning, to address myself to some 
of these considerations. I want to be as brief as I may be, and I 
know that the committee will give me as much time as is necessary, 
and as a foundation for those views and for the foundation of con- 
clusions whether right or wrong that I have come to, I feel that it 
is necessary for me to go brieflv into the history of railway oc- 
cupation in the District of Cplumoia, even though tlfiat has been gone 
into from many angles by several witnesses, and some of what I 
may say may seem to you all as a twice-told tale. Xevertheless, with 
your permission, I wish to call attention to some matters in that field 
which have not only a particular bearing upon the Capital Trac- 
tion Co., but upon the views that I propose to discuss. 

The Capital Traction Co. came into existence in 1895. Prior to 
that date and beginning with the organization of the first railway 
company in Washington, the Washington & Georgetown in 1862, a 
numoer of roads had been chartered by Congress. Some of them 
met a present need, others, apparently, the charters were obtained 
and capital invested in order that the future needs of the District 
of Columbia might be met. I do not mean to say that capital was 
invested and roads organized with the altruistic purpose of bene- 
fiting the public only, because with the Washington & George- 
town, with the Capital Traction Co., and with every company that 
obtained charters, it was based upon the commercial view that a fair 
return on the money might be earned, and that was a perfectly 
proper view. 

We may have become, like Mr. Ham stated the Washington Rail- 
way & Electric Co has become, a tax producer and a city builder, 
and all of the railroads, perhaps, have accomplished something in 
that direction if they have served the public, but that was not the 
reason for seeking a charter. It was done for the purpose of making 
money. None of them was chartered as charitable institutions or 
as Government workers. They were private corporations doing a 
public business, and by accepting charters from Congress were 
pledged to give the service that was intended by the Government 
when these franchises were granted, and equally were they also em- 
powered to make a reasonable return on the cost of that investment. 
The people who were to receive the service that was intended by Con- 
gress were the people who were to pay for that service. These cor- 
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porations were all single^ every one of them chartered by Congress, 
every one of them given like authority, and every one of them clothed 
with the same kind of obligation and duty. As I stated, some of 
them from the very beginning were fortunate and were profitable, 
notably the Washington & Georgetown Railway Co. and the Metropoli- 
tan Railway Co., both of them occupying prominent streets, both of 
them having lines running east and west and north and south, and 
being in the heart of the city. There were others that were, perhaps, 
improvidently chartered by Congress, because in those days Con- 
gress was more liberal, perhaps, than it would be to-day in giving 
charters or in granting the right to occupy streets, and there may 
have been some useless occupation of streets; there may have been 
companies' organized for the purpose of being taken over by a 
stronger company; there may have been companies organized en- 
tirel;)^ because of future expectations, but they were all legal beings, 
all given a right by Congress to exist, and all of them clothed with 
the necessary attributes of a private corporation doing business 
for the public ; all of them separate in their management and organi- 
zation and relation. 

In 1895, or just prior to that time — and I again want to recall, 
because it will come up for discussion hereafter, that these were 
horse lines. No such thing as a cable road, no such thing as an 
underground electric road was known, and the first roads were and 
had to be, because of the conditions of that day, horse-drawn roads. 
Later on, cable construction came. It had been tried elsewhere suc- 
cessfully, and Congress thought it ought to be tried now, because 
Congress has been, throughout the history of railroads, jealous of one 
thing, and that is of the beauty of the streets of Washington ; and 
they have determined, and long ago determined, that trolley poles 
and other marring objects should be, as much as possible, eliminated 
from the streets of Washington. 

Later on, and before 1896, cable systems had been introduced, pass- 
ing from the horse car to the cable meant a larger expenditure of 
money, an additional burden to the companies, and in reason it 
should have meant an additional burden to the people because of the 
improved service and the cost of that service that was entailed in 
passing from the horse car to the cable ; but in the beginning or very 
shortly after these companies had been incorporated, the fare was 
fixed by Congress and that fare, gentlemen, of 5 cents or 6 tickets 
for a quarter, continued from the time it was initiated by Congress 
up to a very short while ago, up to 1918 ; notwithstanding two facts, 
which I think this committee most certainly should bear in mind, 
notwithstanding the increased burdens that had been imposed upon 
the roads because of the necessity on their part — it was not altogether 
a Government condition, but because of the gradual growth of means 
of propulsion, we had to go from the horse car to the cable or to some 
other method of propulsion, because the horse car had become anti- 
quated and would not meet the needs of the people. The people were 
hving faster, they were in a greater hurry, distances were becoming 
longer, and the people had to get there quicker, and the horse car did 
not serve the people as the people wanted them to serve, and there- 
fore, because of that reason, as the companies wanted them to be 
served, because service to the people is the stock and trade of these 
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companies, and when they give good service they expect and have a 
right to expect it to be paiafor. 

Now, I say that prior to 1895 the roads had to go, many of them, 
from horse car to cable, and this passage from the one to the other 
entailed upon the companies a larger capitalization, larger fixed 
charges in interest on bonds, and at that time the first movement in 
the way of joining some of these roads, all of them up to that time 
being separate entitles under separate direction was undertaken, and 
at that time the one company that had in its charter obtained by 
amendments the right to purchase intersecting roads was the Rock 
Creek Bailway Co., a line running from a point on U Street down U 
Street to Eighteenth, and out Eighteenth to Connecticut Avenue ex- 
tended, and from there on out to Chevy Chase Lake, in that direc- 
tion. Now, this company saw that it had a limited field, that even 
with the growth of the subdivision, it was a difficult thing to operate, 
and it looked around for the purchase under its charter rights of an- 
other road. It tried to purchase the Metropolitan Branch. You all 
are acquainted, I am sure, in general terms with the Metropolitan 
Branch. It is the line that runs out of Georgetown down P Street, 
out Connecticut Avenue into H, then down Fourteenth into F, and 
also, the Ninth Street occupation. That was the Metropolitan line. 
Their efforts did not succeed and they opened up negotiations with 
the Washington & Georgetown Railroad Co. That road was then en- 
tirely an urban road and they wanted an outlet. 

Now, I want to call your attention because it has an important 
bearing to two acts of Congress that deal directly with the organiza- 
tion of the Capital Traction Co. The first is the act approved March 
3, 1891, and it uses these words, and all of them are significant : 

The said company (that is, the Rock Creel? Railway Co.) shall he, and hereby 
IS authorized and empowered to buy, lease, hold, and operate, or otherwise to 
contract, respecting the railway in the State of Maryland now constructed or 
which may hereafter he constructed — 

That has no particular bearing on this question — 

and to have, respecting such connecting lines, the same power and privileges as 
it now has or may hereafter have respecting its own line of railroad not incon- 
sistent with the Maryland laws ; and, further, that the said Rock Creek Railway 
Co. in the District of Columbia shall be, and it hereby is, authorized and 
empowered to issue its bonds to aid In paying for the construction and equip- 
ment of its railroad and the purchase and lease, construction and equipment 
of any and all future acquisitions and extensions as hereinbefore are or that 
may hereafter be provided for, and to secure the said bonds by mortgage or 
deed of trust of its right of way and all its property of whatever kind soever, 
whether real, personal, or mixed, including its franchise as a corporation. 
That for the purpose of fixing the amount of the capital stock of the said com- 
pany the cost of the purchase or lease, construction, or equipment of the 
acquisition and extension aforesaid shall be deemed as a part of the actual cost 
of the right of w^ay, construction, equipment, motive power, and necessary 
barns and buildings as provided for in the third section of the act amending 
the charter to the said company. 

Now, this act gave to the company the power to make this connec- 
tion, the power to purchase, but it did not provide definitely enotig:h 
the means by which that purchase should be consummated, and on 
March 1, 1895, the Rock Creek charter was further amended and the 
following language is used : 

That the Rock Creek RaUway Co. of the District of Columbia, being au- 
thorized thereto by a vote of the owners of a majority of its capital stock, may 
contract with any street raUway company owning or operating a connecting or 
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intersecting line for the joint management, lease, or purchase of such connecting 
line or intersecting line or lines and operate the same in connection with its 
original line, and in case of such contract may provide the means necessary by 
an increase of its capital stoclc not to exceed the actual consideration paid or 
the actual cost of the necessary equipment. 

And the act provided further that it might change its name from 
the Rock Creek Railway Co. of the District of Columbia to the 
Capital Traction Co. 

Under the charter of the Rock Creek Railway Co., as amended 
materially in the two amending acts just read you, the negotiations 
for the purchase by the Rock Creek Railway Co. of the Washington 
& Georgetown Railway Co. were entered upon. That purchase was 
completed, and the exact amount paid for the property, stock, fran- 
chise, etc., of the Washington & Georgetown Railway Co. was 
$10,750,000. That was measured by the approximately then mar- 
ket values of the stocks and bonds of the Washington & George- 
town Railway Co. The $1,250,000 went in to represent the prop- 
erty and stocks, etc., of the Rock Creek Railway Co., and the capi- 
talization of the Capital Traction Co. what it is to-day, $12,000,000. 

A great deal has been said elsewhere, and something has been said 
here, in regard to the capitalization of this company. At the time 
of its purchase the Washington & Georgetown Railway Co. held in 
this district an enviable position. It was a well-managed, well- 
ordered, well-located road. It was earning money, and an invest- 
ment in that company was one of the best in the city — so considered 
then — and the history of that road and of its solidity as evidenced 
by its securities give ample proof of that assertion. 

When this purchase was made, the stock of that company was pur- , 
chased for $10 a share less than it was appraised by the District of 
Columbia for the purpose of taxation. Taxation was different then 
from what it is now, and in companies of this kind the stock was 
appraised at a fair value or at the assessed value, and a tax was im- 
posed upon the company at that value, and the records of the office of 
the District of Columbia will show that the stock of this company 
was purchased for less by $10 a share than the District was assess^ 
ing it for purposes of taxation. The bonds of the company were 
purchased at a little more than the market sale price of the bonds, 
but on an average of sales for three or four years past. The reason 
that the bonds were high was because of a convertible feature into 
the stock at par contained in them, and as the stock advanced 
in price, of course, the value of the bonds increased, and they 
were purchased at about their market value, taking an average 
of time. This, gentlemen, is the history of the purchase by the 
Rock Creelf Road of the Georgetown Road and the change of its 
name to the Capital Traction Co. There has been no addition in 
the stock of the Capital Traction Co. since that time. The stock 
remains at $12,000,000. 

Under the authority of Congress this company was empowered 
and limited in its authorization to issue bonds provided they did 
not exceed one-half of the par value of its stock capitalization, and 
they have issued $6,000,000 of bonds, so that the total capitalization 
of this company, stock and bonds, now amounts to $18,000,000. 

Since 1895, the Capital Traction Co. has continued, the same 
efficient management and direction of the properties of the company 
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or of the two companies combined under the name of the Capital 
Traction Co., by the sale referred to down to the present day, gain- 
ing force, gaining standing, gaining the good will of the com- 
munity, gaining an earning power because of those things, as the 
years have gone on. There has been no interruption in its manage- 
ment. There have been few changes even in its personnel, and 
those few changes have worked no change except that change which 
has induced the company always to keep up with the times and to 
give improved service to the city. There has been no change in 
management whatever, it has been conservative, it has been strong, 
and it has been useful. 

Now, after the purchase and the beginning of life of the Capital 
Traction Co., that company met conditions within its chartered 
rights and obligations well. It has. had its difficulties; it has had 
its misfortunes. It has not been a company, as has sometimes been 
spoken of, which has through the period of its life earned big money, 
earned excessively. Shortly after its beginning, in 1895, it went 
from cable construction to underground construction. Congress 
willed it and the company without protest but gladly accepted it, 
because the cable operation, especially on account of the streets' 
outlay, while workable, was not as advantageous as it might have 
been, and new improvements, new developments, looked to the elec- 
tric power as the power to operate street railways. Congress, how- 
ever, decreed that it should be used, and cable construction was 
scrapped to make room for the more modern construction of elec- 
trically propelled cars. Mind you, we could not adopt what nearly 
every other city in the Union has adopted, the cheaper method of 
trolley lines, so that we were driven to the underground system. 
The Rock Creek line had started an experiment, the old Love system 
of underground construction which Mr. Hanna will explain to you 
very fully if it is desired, which occupied a part of U Street. 

Other experiments were being made and in Budapest, and some 
other European cities, there had been a successful installation of the 
system. The old Metropolitan Road, now a part of the Washing- 
ton Railway & Electric, and the Capital Traction Co., and one or 
two other companies, keeping abreast with the times and desiring 
to give the most modern and up-to-date service, went into that con- 
struction, and so as I have said, the cable was discarded and this new 
method was installed, requiring a larger investment by the company 
and an increase in fixed charges. Again, in about 1909, the Interstate 
Commerce Commission having the direction of the public utilities 
of Washington, D. C, by act of Congress, ordered a departure from 
the single truck cars and the adoption of the double truck or larger 
cars. This required both of the companies, the Washington Railway 
& Electric Co. and the Capital Traction Co. to practically scrap a 
number of cars, the Capital Traction about 500 in number that had 
a long, useful life ahead of them ; but we had to obey the law and 
these other cars had to be purchased. A part, and a good part, of the 
$6,000,000 of bonds went into the purchase of completely new equip- 
ment. Again, Congress ordered additional lines leading up to the 
Union Station and in one or two other directions to make a good 
approach to the Union Station, and this entailed upon the Capital 
Traction Co. a further expense, and the rest, and a large part of 
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the rest of the proceeds of the $6,000,000 went to the construction of 
these different lines. All of the expenditures were made accordinjg 
to law, and all of them have been reviewed carefully by the Public 
Utilities Commission, and there is no charge whatever that every 
dollar of the money received from the bonds that have actually been 
sold — ^and they have been issued with the exception of $200,000 — 
was not appropriated to legitimate capital charges. 

Now, I want you to bear those things in mind. This company has 
gone on, under its direction, and has met the needs of the public and 
has met the requirements of the Government contained in the sta- 
tutes, without deviation, without faltering, and you have heard from 
the utilities commission that they have given good service ; that dur- 
ing the trying period of the war they did endeavor to give the best 
service, and did give the best service, that was possible under the 
trying conditions and the sudden bringing of a large population to 
Washington, most of them being street car users. There is not a 
charge of bad citizenship, or of indifferent citizenship, against this 
company. It has done what Congress required of it and has done 
it well. 

Now, during this time and since the beginning of the existence 
of the Capital Traction Co., from 1895 to 1909, the records of the 
company will show that in 1896 the dividend received by the stock- 
holders was 3.5 per cent; in 1897, 1.75 per cent; in 1898, 2.25 per 
cent; in 1899, 3^ per cent; in 1900, 4 per cent; in 1901, 4 per cent; 
in 1902, 4 per cent ; in 1903, 5 per cent ; in 1904, 5 per cent ; in 1905 
to 1913, 6 per cent; in 1914, 1915, and 1916, 5 per cent; in 1917, 1918, 
and 1919, 6 per cent. Now, that does not show an excessive profit. 

Mr. Woods. Have you averaged those percentages? 

Mr. Hamilton. I have not. I think Mr. Hanna has. He will 
give you the average. You will see, gentlemen, that it ranges from 
H per cent up to 6 per cent. 

Mr. Hanna. It averages 5.2 per cent for the whole period. 

Mr. Hamilton. Yes ; 5.2 per cent. Now, we have never paid divi- 
dends when we could not, and when it became necessary to cut down 
anywhere we have cut down in the dividends, reducing them to en- 
able us to pay the costs of operation. This company, as I have said, 
has pursued that policy. It has conducted its affairs on business 
lines. It has gained the good will of the public. It has carried the 
good will of its operators ; it has avoided conditions that would 
shaken or weaken those conditions, and it has given good service. 

Now, we come to recent years. We were operating all of this 
time on 5 cents or six tickets for a quarter, and that notwithstand- 
ing two facts, the fact that the nature of the service has been im- 
proved to meet the conditions of the times, and the fact that added 
extensions repeatedly made had increased largely the length of rides, 
and notwithstanding the second element to be considered, that within 
the last several years the purchasing power of the nickel was reduced 
everywhere else except on the street railways. The bread that before 
the war would be 5 cents a loaf, you could get it for a nickel be- 
fore the war, people everywhere had to pay 10 cents for it, but they 
still paid 5 cents for the riding that had been increased and im- 
proved, as I have shown and as the history of these companies re- 
corded in the accounts of the Public Utilities Commission show^. 
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It is a strange thing that that remains as it is and is fixed in the 
public mind that they must pay, because of the increased cost of 
everything and the lessening value therefor of money, that they 
can pay 8 or 10 or 12 or 15 cents more for what they used to get for 
a nickel in every other line of living, but when it comes to the street 
railways it seemed to be fixed in their minds that they must be held 
down to that 5-cent rate, notwithstanding the enormous costs and 
additions that have been imposed by natural development in order 
to give service upon these street railways. It is a remarkable con- 
dition of the public mind, I say, that when you talk of increasing, 
even by a cent, the fare of a railroad, it, shocks the public mind, 
when they are repeatedly required in every-day life to accept in- 
creases of 100 per cent more in some instances, certainly 40 per cent 
or 50 per cent more, in the purchase of every other commodity. 

Now, I have dwelt upon this, gentlemen, because I think it fs our 
right, the right of the Capital Traction Co. when we come here, when 
we are brought here, for we are not here of our own seeking, it is 
our right that you should know that what we are is due to the will 
and action of Congress. They have made us. They have made us 
with the right to earn a fair return. They made us on condition that 
we should give good service, and to give good service required the 
expansion that I have told you about, and required the addition in 
cost to the railroad that has been carried along with it. I want to 
say here that you are the author of this being, you clothed us with 
the right to make our contracts, to build our roada and to give good 
service, and it was conditioned upon the fact that we should give 
good service. You made us a citizen and you brought us under the 
constitutional rights that a citizen who is in good standing and is 
not a violator of the law is entitled to, that his rights, whether he is 
an individual or a corporation, shall be protected, that he shall be 
given the protection that the Constitution guarantees to every citi- 
zen under like conditions. 

Now, we are brought here, to consider what ? We are brought here 
to consider a bill that I do not intend at this period to discuss fully, 
but which I will say in passing, returning to it more fully to substan- 
tiate what I now say, is unfair in principle and wrong. We are 
brought here to be the goat because we are successful. There is no 
condition that is before you that is attributable to the Capital Trac- 
tion Co. We remained content with the 5-cent fare and six tickets 
for a quarter, and though it was manifestly unjust, looking at it in 
a broad way, to hold us down to that, we were content until the War 
Labor Board decided that we should make a very positive advance 
in the wage of our employees. That requirement of the War Labor 
Board was not unfair because it was a fact, that we admit, that the 
wages then paid to employees were not sufficient; sufficient for the 
time that they were inaugurated, but not sufficient to meet the war 
conditions and the great advance in the cost of everything that en- 
tered into living, and we were told by the War Labor Board in its 
passing upon the same question in other cases, '' It does not make any 
difference whether you are able to pay, that amount must be paid. 
We could not, on the 5-cent fare and six tickets for a quarter, pay 
that increased wage and return to our stockholders 6 per cent. We 
could not do it. Then we did go to the commission and ask for a 
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flat 5-cent fare and it was granted. We have not asked for any more 
fare. We have made no application for an increase in fare over the 
5 cents. Possibly we would have been able to get along up to this 
time and pay the 6 per cent dividend, but only barely able if we could 
squeeze through, but we have made no application for it. 

Now, another road that was not so successful asked for an increase 
in fare on two occasions, and one was given in the shape of a transfer 
charge and the other in an increase to 7 cents, with four tickets for 
a quarter. The commission, not finding it in their judgment proper 
to give the relief in the line and where it was asked for by the 
other company, increased the fare, and the result in figures was that 
for the year 1919, over and above the cost of operation, the payment 
of insurance charges, including taxes and a 6 per cent dividend, 
earned by the Capital Traction Co. and due to the increase in fare 
granted to us when it was granted to the other company, that there 
was a surplus of approximately $400,000./ It would seem from a 
reading of the bill of the commissioners that they are out for that 
$400,000, and have devised a change in the taxing law to get it. 
I think it becomes a proper part of this inquiry, when all of these 
questions that have been mooted in this discussion are being con- 
sidered, that it is right to consider what was done by this companv 
with this surplus of $400,000. Under the commissioners' bill it 
would go into a special fund, or would have gone if the law applied 
to last year ; it would have eone into a special fund to aid in future 
extensions or in equipment lor other roads. What was done with it, 
gentlemen, ajid every cent of it, and done with the permission of 
the Utilities Commission, was to apply it to writing off past losses, 
losses that were entailed upon us by act of Congress. We had to 
ffo, as I have told you, from cable to underground construction, and 
mere were losses there that we could not care for, losses in our capital. 
We had to go from single-truck cars to double-truck cars, which re- 
quired the abandonment of our then power house and the building 
of a new power house, and which required the remodeling of our 
barns that were built to accommodate single-truck cars in order to 
make them fit and useful to the accommodation of double-truck cars. 
But at both of those periods there, when we had to scrap the single- 
truck cars, when we had to scrap part of our power plant, when we 
had to scrap the cable lines, tnere was a material loss to capital, 
the difference between the scrap or sale value and the cost of those 
cars at that time. We had no money to repay capital for those 
lossesu We had to consider them losses to be cared for when we 
could care for them. And so with this surplus we wrote off losses 
that were incident to the abandonment of the single-truck cars and 
losses that were incident to the abandonment of the power station, 
and I say with all confidence that that application of the surplus 
was a better and a fairer one than to have applied it as it woiild 
have been applied if this bill had been in operation. It was applied 
as the Grovernment would have us apply it to keep the integrity of 
our capital. It was applied for the benefit of those who were most 
interested, the security holders of the Capital Traction Co., and it 
was applied for the benefit of the public. 

Now, we have gotten to the point that we are here before you 
gentlemen. Just as I have stated, we are not lawbreakers. There 
IS no claim that we are. We have not failed in fulfilling in the 
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slightest degree the obligation that Congress imposed upon us, and 
are performing the work that we were created to perform, and it 
now comes to the question, having brought us here under these con- 
ditions, what are you going to do with us? It seems to me that we 
have a right, if my position is true — and I challenge anyone to show 
that it is incorrect, to show that we have not lived within our char- 
ter, to show that we have not perfonned our duties under the char- 
ter, to show that we have not done that along lines of good business 
sense, direction, and economy — economy that works for the benefit 
of our shareholders, and more particularly for the benefit of the 
public, because those two benefits are in many respects identical, for 
unless we serve the public and unless we have the confidence of the 
public, we can not serve as we should serve our security holders, be- 
cause we do not get the patronage that they should get. I want 
to say right here, gentlemen, and I do not want to be critical, and 
I do not want to go outside, if I can help it, of saying anything that 
is not absolutely within the scope of the Capital Traction Co., but 
it has been said that our prosperity is due, it was first said, entirely 
to location. That was qualified in some degree. It was said that 
the good will of the public might have entered into it as a quantity 
in the equation. I say it was more than that. I say that the con- 
ditions that I have spoken of and which I do not intend to reiterate 
now, that the upbuilding of a strong and hestlthy, sound and well- 
directed operation which has been established for the benefit of the 
stockholders and for the benefit of the public, has entered into and 
does enter largely into the prosperity that the Capital Traction Co. 
enjoys to-day. 

Now, if you look at locations, and this will be gone into more fully 
by Mr. Hanna, you will find that there is in the Washington Railway 
& Electric Co. an urban location equally as extensive, equally as for- 
tunately located as is that of the Capital Traction Co., and if you 
look at the gross earnings and not at the matter of net earnings, 
you will find there that we get more in the gross, in the comparable 
territory of good location, than the other road. I say that it is be- 
cause we have earned a standing in the community, that we have 
earned the good will of the community, and to a certain extent are 
carrying the passengers that otherwise would go to other companies. 

Now, stopping for a moment just where we are, in view of the 
range of discussion as to what Congress could or might do, with the 
consent of the committee, I want to take up that question just as I 
have conceived it to be presented here and discuss the powers of 
Congress and its limitations. 

The Chairman. I would like to ask you a question before you go 
into that, along that line, Mr. Hamilton. The act of 1895 which 
authorized the Kock Creek Eoad to buy the Georgetown Road, as I 
understood the language when you read it, authorized the Rock 
Creek Road to buy connecting or intersecting lines. 

Mr. Hamilton. Yes, sir. 

The Chairman. In your opinion would that be broad enough to 
authorize the Capital Traction Co. to buy up the other lines in this 

city ? 

Mr. Hamilton. That has been a mooted question. Mr. Chairman, 
and the division of opinion is along this line. It has never been in 
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court; it has never been the subject of judicial determination, as far 
as I know, but it has been the thought in the minds of some very 
eminent lawyers that the purchase by the Rock Creek Road of the 
Washington & Georgetown line in 1895 exhausted the power con- 
ferred upon that line. Personally I do not believe it, because if you 
look at the two, acts together, you see that it is for future extensions 
and purchases as well as the power given in the present situation; 
that is, the situation in 1895. I do not think that the power was ex- 
hausted by its one application. Is that the question that you asked? 

The Chairman. Yes. 

Mr. Hamilton. Well, that has been a question which has been, as 
I ssLV^ sometimes discussed. 

Mr. Benson. Mr. Hamilton, let me ask you a question along that 
line. The difficulty is that as long as there is a doubt, you could not 
finance your new issue of bonds or stock without a court determina- 
tion of the question? Is that so? 

Mr. Hamilton. Yes, sir. I feel as a lawyer, and, of course, that 
is onljr as good as any other lawyer's opinion about it, that there is 
a continuing right. 1 feel, however, that there is an interrogation 
point to be put after that because of the fact that others differ with 
me in the construction, and I believe that safety would require con- 
gressional authority. 

Mr. Benson. Or a court construction? 

Mr. Hamilton. Yes, sir. 

Mr. Walters. You laid in a measure the responsibility for what 
has been termed the citizenship of the Capital Traction Co. on Con- 
gress. Under those two acts that you read, was it not merely per- 
missible, that there was a permitted consolidation of these roads? 

Mr. Hamilton. Oh, what I n^eant and said was this, that in every 
legislative act which creates a being, of course, there is an acceptance. 
It is a permissible thing. We were not forced to do it. 

Mr. Walters. In other words, they were not compelled to do it. 

Mr. Hamilton. We do not make the slightest claim that we were 
compelled. 

Mr. Walters. Then Congress is not solely responsible for the 
Capital Traction Co.? 

Mr. 'Hamilton. It never would have been without Congress. 

Mr. Walters. Without the permission of Congress? 

Mr. Hamilton. They are responsible in this way, that they are 
supreme, they have the power to compel us to carry out our contract, 
and they have the obligation to protect us if we carry out our con- 
tract. 

Mr. Walters. There is no obligation on the part of these corpo- 
rations ? 

Mr. Hamilton. None whatever. 

Mr. Walters. Now, vou said vou were permitted to write off the 
$400,000 of surplus ? 

Mr. Hamilton. Yes, sir. 

Mr. Walters. That is, you were permitted to write off certain other 
book charges. Of course, that is a matter of accounting which has 
preponents and opponents. What actually became of the cash ? 

Mr. Hamilton. It went into capital betterments. Every cent of 
it went into capital betterments. 
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Mr. Walters. That is what I understand. 

Mr. Hamilton. In our accounts we have to lend from one account 
to the other, and the capital account owed the other accounts in the 
neighborhood of about $600,000 or $700,000 at that time, or more than 
that, and we applied this to capital expenditure. 

Mr. Walters. Of course, that was a bookkeeping tjransaction. The 
question would naturally arise as to the ultimate disposition of the 
actual cash. 

Mr. Hamilton. It absolutely went into capital expenses. 

The Chairman. Now, if there is any' uncertainty about the power 
of the Capital Traction Co. under the act of 1895 to buy the other 
roads, what would be the difficulty of getting that act interpreted by 
the courts? 

Mr. Hamilton. Well, the court interpretation, Mr. Chairman, 
means delay and unsettlement. It would require years to get that 
determination, and when w^e got it what would we do with it, unless 
there was a compulsory right in Congress. We may have the power 
to buy, but the other roads Have the right to say that they will not 
be sold. 

The .Chairman. Oh, certainly. 

Mr. Hamilton. And, then, comes a question. 

The Chairman. What I was getting at more particularly was 
what is there in this bill, so far as the merger feature is concerned, 
that is not in existing law ? 

Mr. Hamilton. Here is a direct authority to one road to purchase 
another and there was a consent by the other road to be purchased. 
That is all there was in that law. If there was another road that 
intersected or came in contact with our road that wanted to be 
purchased, I would say that in my opinion we had the right to pur- 
chase it. " * 

The Chairman. It does not seem to me that there is anything in 
the language that you read which limits it to that one transaction. 

Mr. Hamilton. That is my opinion, Mr. Chairman ; but of course 
there are other opinions, and until the matter is decided we are 
simply construing it according to our lights. 

The Chairman. What is there in the language of the bill we ai'e 
considering, so far as the merger is concerned, that is not now in the 
existing law ? 

Mr. Hamilton. There is a good deal in there. There is a limi- 
tation upon capital. There is a limitation upon earnings and value. 
All of those things are different conditions. 

The Chairman. I am referring simply to the provision that au- 
thorizes the two companies to get together. 

Mr. Hamilton. That is a perfectly proper provision if it is made 
broad enough. It really comes back to the voluntary action of the 
stockholders. If it is made broad enough or a provision were put in 
there that upon the consent of, say, 75 per cent of the stockholders 
of the two companies, a merger could be effected ; with the right to 
condemn the stock of the other company, I think it would be efictive 
legally. 

The Chairman. Perhaps I am unfortunate in asking my question. 

Mr. Hamilton. I do not want to be unfair in answering it. 

The Chairman. The bill authorizes either one of the existing com- 
panies in the District to buy the other, and except as that would au- 
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thorize the Washin^on Railway & Electric Co. to buy the Capital 
Traction Co., there is no change in it except what is in existing law ? 

Mr. Hamilton. No, not except what is in the law, if you call that 
existing law that relates to the Washington & Georgetown and 
the other roads. That might have been mutual just as well as single. 
Now, have I answered your question? 

The Chairman. Yes. That act authorized the lesser company to 
buy up the greater company ? 

Mr. Hamilton. It did, and it was done because that power existed. 
We were given that power. 

Now, Mr, Chairman, what I intend to say in regard to the law 
is not as directly systematized as I would like to have it, but it 
does meet in general terms the discussion that has been made, and 
the thought or the conclusion that I have reached from some inquiries 
of the members of the committee, and particularly of the chairman of 
the committee. The power of Congress over the utilities in the Dis- 
trict of Columbia is great and broad. It is limited by two Consti- 
tutional provisions, one in the Constitution and the other by amend- 
ment, that must be borne in mind, however, whenever that power, 
as extensice as it is, is to be applied to citizens. Those sections are 
entirely f amilar to the members of the committee. The provision in 
the Constitution reads : " No State shall pass any law impairing the 
obligation of contracts," and the fifth amendment provides: "No 
person shall be deprived of life, liberty, or property, without due 
process of law, nor shall private property be taken for public use 
without just compensation." 

Now, a curious condition has arisen which has been passed upon 
by the Supreme Court, especially in regard to the provision — well^ 
even both of the provisions — that while they apply in fullness to the 
States, that they did not apply to the citizens of the District of 
Columbia. 

Mr. EoMjUE. That they dp? 

Mr. HamIilton. That while this constitutional protection con- 
tained in the two provisions that I have just read you had applica- 
tion in the States, that no State could impair a contract and that 
no property of private individuals should be taken without just com- 
pensation, I say that was the contention, that while it had applica- 
tion in the State, that because the District of Columbia was pecu- 
liarly a Federal territory and placed under the exclusive control 
and Government of the United States, that those provisions did not 
apply to the citizens of the District of Columbia. 

Mr. Drane. Is that a decision of the Supreme Court you are quot- 
ing, in substance? 

Mr. Hamilton. No, sir; the Supreme Court has held just the 
contrary, that it does apply. I say that was the contention. 

Mr. KoMJUE. Does it apply also to the impairment of contracts? 
Has the Supreme Court decided that question ? 

Mr. Hamilton. I will refer you to the cases. I think it applies to 

both. 

The Chairman. One of the local courts here recently, in the recent 
cases, held that it did apply. 

Mr. Hamilton. Yes, sir ; the Supreme Court of our District had 
that question before it. I think it would be immoral as well as 
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Mr. Walters. That is what I understand. 

Mr. Hamilton. In our accounts we have to lend from one account 
to the other, and the capital account owed the other accounts in the 
neighborhood of about $600,000 or $700,000 at that time, or more than 
that, and we applied this to capital expenditure. 

Mr. Walters. Of course, that was a bookkeeping transaction. The 
question would naturally arise as to the ultimate disposition of the 
actual cash. 

Mr. Hamilton. It absolutely went into capital expenses. 

The Chairman. Now, if there is any' uncertainty about the power 
of the Capital Traction Co. under the act of 1895 to buy the other 
roads, what would be the difficulty of getting that act interpreted by 
the courts? 

Mr. Hamilton. Well, the court interpretation, Mr. Chairman, 
means delay and unsettlement. It would require years to get that 
determination, and when we got it what would we do with it, unless 
there was a compulsory right in Congress. We may have the power 
to buy, but the other roads Have the right to say that they will not 
be sold. 

The ^Chairman. Oh, certainly. 

Mr. Hamilton. And, then, comes a question. 

The Chairman. What I was getting at more particularly was 
what is there in this bill, so far as the merger feature is concerned, 
that is not in existing law ? 

Mr. Hamilton. Here is a direct authority to one road to purchase 
another and there was a consent by the other road to be purchased. 
That is all there was in that law. If there was another road that 
intersected or came in contact with our road that wanted to be 
purchased, I would say that in my opinion we had the right to pur- 
chase it. 

The Chairman. It does not seem to me that there is anything in 
the language that you read which limits it to that one transaction. 

Mr. Hamilton. That is my opinion, Mr. Chairman ; but of course 
there are other opinions, and until the matter is decided we are 
simply construing it according to our lights. 

The Chairman. What is there in the language of the bill we ai*e 
considering, so far as the merger is concerned, that is not now in the 
existing law ? 

Mr. Hamilton. There is a good deal in there. There is a limi- 
tation upon capital. There is a limitation upon earnings and value. 
All of those things are different conditions. 

The Chairman. I am referring simply to the provision that au- 
thorizes the two companies to get together. 

Mr. Hamilton. That is a perfectly proper provision if it is made 
broad enough. It really comes back to the voluntary action of the 
stockholders. If it is made broad enough or a provision were put in 
there that upon the consent of, say, 75 per cent of the stockholders 
of the two companies, a merger could be effected ; with the ri^ht to 
condemn the stock of the other company, I think it would be efective 
legally. 

The Chairman. Perhaps I am unfortunate in asking my question. 

Mr. Hamilton. I do not want to be unfair in answering it. 

The Chairman. The bill authorizes either one of the existing com~ 
panics in the District to buy the other, and except as that would au- 
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thorize the Washin^on Railway & Electric Co. to buy the Capital 
Traction Co., there is no change in it except what is in existing law ? 

Mr. Hamilton. No, not except what is in the law, if you call that 
existing law that relates to the Washington & Georgetown and 
the other roads. That might have been mutual just as well as single. 
Now, have I answered your question? 

The Chairman. Yes. That act authorized the lesser company to 
buy up the greater company ? 

Mr. Hamilton. It did, and it was done because that power existed. 
We were given that power. 

NoTv^, Mr. Chairman, what I intend to say in regard to the law 
is not as directly systematized as I would like to have it, but it 
does me^ in general terms the discussion that has been made, and 
the thought or the conclusion that I have reached from some inquiries 
of the members of the committee, and particularly of the chairman of 
the committee. The power of Congress over the utilities in the Dis- 
trict of Columbia is great and broad. It is limited by two Consti- 
tutional provisions, one in the Constitution and the other by amend- 
ment, that must be borne in mind, however, whenever that power, 
as extensice as it is, is to be applied to citizens. Those sections are 
entirely f amilar to the members of the committee. The provision in 
the Constitution reads : " No State diall pass any law impairing the 
obligation of contracts," and the fifth amendment provides : " No 
person shall be deprived of life, liberty, or property, without due 
process of law, nor shall private property be taken lor public use 
without just compensation." 

Now, a curious condition has arisen which has been passed upon 
by the Supreme Court, especially in regard to the provision — well^ 
even both of the provisions — ^that while they apply in fullness to the 
States, that they did not apply to the citizens of the District of 
Columbia. 

Mr. Romjue. That they do ? 

Mr. Ham-ilton. That while this constitutional protection con- 
tained in the two provisions that I have just read you had applica- 
tion in the States, that no State could impair a contract and that 
no property of private individuals should be taken without just com- 
pensation, I say that was the contention, that while it had applica- 
tion in the State, that because the District of Columbia was pecu- 
harly a Federal territory and placed under the exclusive control 
and Government of the United States, that those provisions did not 
apply to the citizens of the District of Columbia. 

Mr. Drane. Is that a decision of the Supreme Court you are quot- 
ing, in substance? 

Mr. Hamilton. No, sir; the Supreme Court has held just the 
contrary, that it does apply. I say that was the contention. 

Mr. BrOMjuE. Does it apply also to the impairment of contracts? 
Has the Supreme Court decided that question ? 

Mr. Hamilton. I will refer you to tne cases. I think it applies to 
both. 

The Chairman. One of the local courts here recently, in the recent 
cases, held that it did apply. 

Mr. Hamilton. Yes, sir; the Supreme Court of our District had 
that question before it. I think it would be immoral as well as 
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illegal if it did not apply. Surely you can not conceive that Con- 
gress would give the citizens of a State a protection that it would 
not throw around the citizens of every section of this country. It 
would be a harsh interpretation. 

Mr. Drane. It would be a ver3r unjust interpretation. 

Mr. Hamilton. Absolutely unjust, if it should be done. I have 
mentioned that fact because it has been seriously contended that 
that protection, which abundantly provided for the citizens of every 
State, did not apply to the District of Columbia. We, in the Dis- 
trict of Columbia, are used to exceedingly wonderful discoveries in 
regard to the limitations upon our rights and citizenship in many 
ways. We are^ I suppose, in the minds of a great many people, 
regarded more m the light of squatters than in the light oi citizens, 
and we have very little to say about anything. We have to get along 
the best we can and we have to look always to the fairness of Con- 
gress to protect us in the few rights that we may really say that we 
enjoy. As you know, our condition is peculiar. I do not say it 
is unjust or unfair, but it does lead one sometimes to think that he 
is scarcely a citizen of the United States, when the question of rights 
comes into consideration. 

Now, Mr. Chairman, I am going to hurry along. I want to give 
you the line of my thought in order to express two or three conclu- 
sions. This question came up in the case of Callahan v, Wilson 
(127 U. S., 344), in which Mr. Justice Harlan said: 

There is nothing in the history of the Constitution or of the original amend- 
ments to justify the assumption that the people of this District may be lawfuUy 
deprived of the benefit of the constitutional guaranties of life, liberty, and 
property. 

And in Wright v. Davidson (181 U. S., 371) the court, speaking of 
the act regulating assessments on property in the District, said : 

No doubt in the exercise of such legislative power Congress is subject to the 
provisions of the fifth amendment to the Constitution of the United States, 
which provides among other things that no person shall be deprived of life, 
liberty, or property without due process of law, nor shall private property be 
taken without just compensation. 

Now, those two cases are so recent and are so much in point, I think 
they have settled in our District the question we are discussing, and 
in the case referred to by the chairman, when they said a few weeks 
ago that there was no longer any question about it. So that when 
you go into the consideration of what you have to do or what you 
may do with us, you have to apply and act under the protectiv^e pro- 
visions that the Constitution of the United States has thrown around 
contracts and property. You can not get way from it. Now, I do 
not mean to say, gentlemen, that you want to get away from it. We 
are talking about the law and the power of this committee to recom- 
mend legislation. 

Mr. EoMJUE. I agree with you in saying that it would be wrong 
not to give to the citizens of the District the same right that the 
citizens of the States have. Now, under the provisions of the Consti- 
tution where it says that no one shall be deprived of life, liberty, or 
property without due process of law, there is nothing in the Con- 
stitution referring that to a State. That is general and broad. 

Mr. Hamilton. Yes, sir; that is general and broad. 
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Mr. EoMJUE. Now, separating the question of contracts from that 
part of the Constitution, the Constitution speaking of contracts says 
that no State, specifically mentioning a State, and apparently includ- 
inff the Government 

Mr. Hamilton (interposing). Absolutely. 

Mr. EoMJUE, It says that no State shall impair the obligation of 
its contract. 

Mr. Hamilton. Yes ; the Constitution provides that no State shall 
impair the obligation of the contract. 

Mr. RoMJUE. That is a prohibition not against the Federal Gov- 
ernment but against the State. Now, there ought not to be any dis- 
tinction between a citizen of a State and a citizen of the District on 
a question of contract. But have there not been some decisions on 
that point holding that that applied to the States and does not apply 
to the Federal Governnient, relative to the impairment of contracts ? 
Of course, on the other proposition that you have just read, that no 
one shall be deprived of life, liberty, or property without due process 
of law, there has been a decision. 

Mr. Hamilton. I know of no decision of the Supreme Court of 
the United States that directly holds that the Government can do 
what it forbids the State to do; that the Government can do to its 
citizens what it forbade the State to do to its citizens. 

Mr. EoMJUE. Of course, that ought not to be. 

Mr. Hamilton. If you will read the authority which I refer to, 
you will find that idea running through all the opinions. You will 
find it in several cases that I will refer to, where the Government 
itself was dealing with the question and dealing with it under the 
reserve power to alter, amend, and repeal; where they were dealing 
with questions that arose; where they had made a contract for bridges 
under the reserved right that they should not continue so as to inter- 
fere with navigation; where they had exercised their right to de- 
stroy ; and it was held that they can not destroy but that they must 
pay for the property, where those questions are gone into and where 
every right of contract is dealt with as broadly as if the provisions 
applied to citizens without regard to State lines. 

Now, I have examined a great number of authorities and I will 
give you in the shape of a memorandum the result of that examina- 
tion. While the <juestion has never been directly passed upon, it has 
been inferentiallv passed upon in many cases; and as Chief Justice 
Marshall himself said, those two provisions — ^the provision against the 
impairment of a contract contained in the Constitution itself, and the 
provision that no private property should be taken without due proc- 
ess of law — constitute a bill of rights for the people and a guard 
against encroachments upon the rights of the people by the Govern- 
ment. You gentlemen all know that at the time the Constitution was 
adopted there was a great disposition to oppose many of the powers 
vested by the Constitution in the Government, because the people 
were all afraid that the unlimited power given to Congress could, 
in the changing conditions of men and things, be so harshly applied 
that the vested rights of the citizens, and their property in contract, 
and their ownership in property would be absolutely destroyed ; and 
so it was, as Justice Story says in the Charles River Bridge case, that 
these two provisions were put in there to curb what might become 
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the tyranny of government, and that has an application to every citi- 
zen in this District. 

Mr. EoMjuE. One very fundamental distinction between the power 
of the States and the power of the Federal Government is that the 
States have full authority to do everything they want, unless they 
are expressly or by implication prohibited by the Federal Constitu- 
tion. 

Mr. Hamilton. Yes, sir. 

Mr. RoMJUE. And the Federal Government only gets its authority 
by specific authorization from the Constitution. 

Mr. Hamilton. Yes, sir. 

Mr. EoMJUE. Now, I see some distinction there between the im- 
pairment of contracts and the provision that no one shall be deprived 
of property without due process of law, because in one instance the 
Federal Constitution specifically mentions that the State shall not 
impair a contract. Now, do you recall what the theory of the court 
was in deciding that question, whether or not in handling the impair- 
ment of contract proposition, where it specifically refers to the States, 
whether the court conceived that as depriving one of property with- 
out due process of law, or whether it was decided upon the point that 
there was no authority granted under the Federal Constitution to 
do that thing, either expressly or by implication ? 

Mr. Hamilton. I think that is very certainly and closely disclosed 
in some of the cases that I will refer you to and some that I want to 
read to you. Many of the opinions discuss the whole question of the 
reason of these provisions, and in dealing with those questions where 
the State has attempted to disturb vested rights and to unsettle 
conditions, the court has spoken of the absolute barbarity of a gov- 
ernment that would permit vested rights to be acquired under con- 
tract, contractual rights, and inducements by charters and permis- 
sions and grants to invest their money to make contracts with others 
when they would destroy them, and that is applied to the Govern- 
ment's action as well as to the State action, emphasizing the reason 
why that protection was given to the citizens. 

Mr. Barbour. Is not the distinction always recognized by the courts 
that the contract itself constitutes property ; that is, the rights under 
the contract constitute property ? 

Mr. Hamilton. Yes, sir! It is stated in the opinion that I am go- 
ing to read that a contract right is property. 

Mr. RoMJUE. That is the point I was asking you awhile ago, if 
that was the theory on which it was decided. 

Mr. Hamilton. Now, when you come down to the questions to be 
considered in this inquiry, and this inquiry has covered a wide range, 
three questions have been brought out : First, as to the taking over 
of these corporations by the exercise of the power of eminent domain, 
the repeal of the charter under the reserve clause of the act, and thp 
compulsory requirements of consolidation. I would like to give some 
consideration to those questions. 

Now, I quote from the case of the West River Bridge Co. v. Dixon 
(6 Howard, 507) : 

The right of Congress to condemn private property for publir use is un- 
doubted. It has been stated repeatedly by the Supreme Court that It is an 
incident of sovereignty. 
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That discussion is so pertinent that I would like to read it. I read 
irom the case of the Monongahela Navigation Co. v. the United States 
(144 U. S.), Mr. Justice Brewer delivering the opinion of the court. 

The Chairman. Just before you get into that, Mr. Hamilton, let 
me ask you a question. The statement that you made just preceding 
the last one would enable Congress, would it not, to condemn the 
properties of the roads here and then turn them over to some corpo- 
ration organized as Congress should direct to operate ? 

Mr. Hamilton. Absolutely. Congress has the right, if it does not 
violate the constitutional provisions, to take any private property, 
even though that property has been acquired under the authority of 
Congress, but they must pay for it. 

The Chairman. Oh, yes, certainly. 

Mr. Hamilton. But it must be just compensation. As you will see 
presently, it must pay for it justly and not by any devious means seek 
to reduce the price for its benefit to the Government. It is a pro- 
tection to the citizens that they should receive their property. 

The Chairman. The valuation would have to be eventually fixed 
by the court, I suppose? 

Mr. Hamilton. Absolutely. There are two questions involved in 
every taking, and that is the legislative question, the legislative au- 
thority to decree ; and that is the extent oi the legislative authority — 
that private property is needed for a public purpose, and a court will 
not investigate that conclusion. It is a legislative conclusion that 
private property is needed for a public purpose, and unless there is 
some absolute fraud that would shock the conscience of the court, the 
legislature has never been curtailed in the matter of that determina- 
tion.. But there is another question, and that is the judicial question. 
The legislature, when it authorizes the taking of private property, 
must do two things. It must provide for just compensation and it 
must create the machinery which is of a legal nature and from which 
an appeal can be taken to the court, and then the question of what is 
just compensation becomes entirely a judicial question. 

Now, Judge Brewer in delivering the opinion of the Supreme Court 
in the Monongahela case discussed the question so well that if you 
will pardon me I would like to read from it. I read from Monon- 
gahela Navigation Co. v. United States (144 U. S.) : 

It in nowise detracts from the power of the pubUc to take whatever may be 
necessary for its use, while on the other hand it prevents tlie public loading on 
one individual. 

Then he goes on in the discussion of that question to say that the 
fact that whenever property is taken it is not to be measured alone 
by the physical property, but it is what that property is intended to 
do and what it is doing in the way of a going concern and a revenue- 
producing business. I want to ask you to read the entire opinion in 
this case. It will take a good deal of time, but I want to ask you to 
read it for the reason that in it is discussed this question : That when 
a legislative body authorizes a legal entity, creates a corporation, 
that that corporation is created for a use, if it is a corporation to 
serve the public it is created for a public use, but it is a corporation 
that requires the investment of private means, of individual capital, 
or of joint capital of individuals, and for a legislative body to hold 
out and to authorize such a being dependent upon the investment of 
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money by private people, to have them come in and have them put 
their money into it and make contracts regarding it, and then to 
wantonly take that pi'operty and attempt in anywise to destroy that 
property instead of paying just compensation, it is something that is 
unthinkable, something tnat this Government and its institutions 
neyer intended should be done. You have the power, but that power 
has got to be exercised under the rules of right and reason and fair- 
ness. You can not escape the obligation. The constitutional pro- 
hibition was put there as a restriction upon legislative authority and 
as a protection to the rights of the citizens. 

Now, while you gentlemen have the absolute power, if you think it 
*best to exercise it, the responsibility for it is with you. You have 
the right to take this property and to pay us just compensation, but 
you have got to pay us just compensation to the last dollar, and it 
has got to be in money and nothing else. But you have that right. 
Now, do you want to exercise it? Do the people of this District want 
to exercise it? Would the railway industry be benefited and main- 
tained as it should be maintained under Government ownership? 
There has been a great deal of talk, argument, fact and figures 
recently brought before your committee and called to your atten- 
tion in connection with the Grosser bill that was under discussion 
some years ago. I do not believe that it is useful to the citizens. 
I do not believe that Congress would authorize it or permit it. I 
do not believe that the people of this District want to be saddled 
with the enormous expense that the purchase of these roads for a 
just consideration would place upon them. Now, I do not intend 
to argue that question because it was argued here to a fullness. 

The Chairman. Pardon me. I do not want to interrupt your 
presentation of the legal aspects of this case, but as long as you 
have mentioned that point, what is your solution of the proposition 
that the street car systems of the counti'y are confronted with? It 
seems to me; with the existing conditions and the attiude of the pub- 
lic toward them, that it is going to be more and more difficult, if not 
practically impossible, to get investors to put money into new propo- 
sitions. People may buy existing stocks and bonds with the idea 
that they are going to go up, but it seems to me that very few men 
are going to put money into new projects, and with that condition, 
the only other alternative is Government ownership and operation. 

Mr. Hamilton. I think, Mr. Chairman, that you are wrong. I 
think that the attitude of the public is rapidly changing. I think 
that the attitude of the legislatures throughout this country, includ- 
ing Congress itself, is changing. I believe that the attitude of most 
regulatory bodies is changing and that they are coming to the knowl- 
edge in its fullness that they have got to be liberal, that they have 
got to build up and allow a fair return upon the properties, and 
where that is done there will be no need for public ownership. 

The Chairman. Do you think that under present conditions, and 
at the present time, you could get together sufficient capital, for in- 
stance, to put in the street car systems in New York City de novo ? 

Mr. Hamilton. Well, you are taking a most extraordinary time 
when finance itself is in a condition where any public or private busi- 
ness projection is hardly to be thought of, and I guess it would be 
difficult in New York or in any other place in the United States 
to find ready capital to go into any enterprise. 
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The Chairman. What exists in New York City exists to a greater 
or less extent all over the country, so far as the street car systems 
are concerned. 

Mr. Hamilton, But what are you going to do about it ? What are 
you going to iticur? You are incurring for the Government, and 
the States are incurring for the States, an enormous debt that would 
add to the people's difficulties without a corresponding benefit. If 
private enterprise and private initiative can not run these enterprises 
to advantage, how can the State do it and pay interest on the money ? 
The capital has to be there, and you are taking it from the pockets 
of the people and putting it where you say it is a dangerous thing. 

The Chairman. The public attitude might be a little different 
toward operating by the city. 

Mr. Hamilton. I do not think so. I think the public knows. 
I think that experience in public ownership shows that when you 
take away from an enterprise of this sort the initiative, the adven- 
ture, the willingness to risk that private capital will supply, that 
you are bringing it down to a level of inefficiency. 

Now, take the situation right here in this city. Do you think that 
the Congress of the United States could have been prevailed upon 
to go from cable to undergi'Oimd construction if they had to pay 
the charges of scrapping more than 1,000 cars, single- truck cars, and 
replace them with double-truck cars, in order to have a better sys- 
tem? Do you not think that Congress would have waited a long 
time before they did that? ^Do you think any legislature would 
have done it ? Do you think they would have gone from horse cars 
to cable cars and from cable cars to underground electric cars and 
the Government and the people bear this expense of scrapping? 
Do you think they would have done it ? 

The Chairman. I did not anticipate that you would advocate 
Government ownership. 

Mr. Hamilton. No, sir; I do not. I am perfectly frank with 
you there. 

The Chairman. But my question is directed to a practical prop- 
osition. Do you feel that bankers and financiers will put money 
into a new street car proposition from now on ? 

Mr. Hamilton. Mr. Chairman, at this moment I think that bank- 
ers and other capitalists, if you choose to call them such, would be 
slow to put money into any enterprise. I think that the present 
condition of the railway industry has come about by narrow regu- 
lation and illiberal treatment from the legislatures. 

The Chairman. And from the abuses on the part of the man- 
agement in many cases? 

Mr. Hamilton, I grant that, in cases. I am perfectly willing to 
^ant it, that it has come about by abuse of power in some cases, 
but I think that in the main they have been hampered and hindered 
from doing what they might do because of the fact that the regu- 
latory power was not big enough to see that where the interest of 
the railway and the interest of the people were so closely inter- 
woven, that you could not treat one in a narrow and illiberal man- 
ner without destroying it, without hurting the rights of the other. 
Now, we are in a difficult condition in this country in everything. 
We stand to-day in a difficult position not only because of conditions; 
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in this country but of conditions throughout the world. Every- 
thing that requires financing is in a perilous condition and we all 
know it. I believe that everywhere there is a regret in the public 
mind, which is finding expression in the legislative mind, that serv- 
iceable public agencies have been held down as they'have been, and 
that when you come to look at the question honestly, while there may 
be faults on the side of these corporations, yet there is an equal 
amount of responsibility and possibly a fault on the side of the 
regulations either directly assumed by legislatures or indirectly 
through their utility commissions. 

The Chairman. You have outside of the District of Columbia, 
however, this situation. The public votes upon a franchise for a 
street railway system and the public interest is to keep down the 
fare as low as possible. The street car management wants to get as 
much as possible. It is not human nature for the public to vote 
a franchise that is going to give a very big return to the investor. 

Mr. Hamilton. I think your premise is wrong. I do not think 
the companies want to get as much as possible. I think the com- 
panies want to get a fair return on the money invested, and only that. 
It may have been different in times past, but I say that now, with 
all the illumination that we have received in the last 15 or 20 or 25 
years, with all of the good, and a great good has come, from regula- 
tion, that the mind of these industries is not to get all that they can, 
but I think it is now that they are asking for what they should re- 
ceive from all legislaive bodies, the ability to get a fair return upon 
their investment, and that only, for their investors. I think, Mr. 
Chairman, that the people are wakening everywhere to that thought 
that just as much as any other producer, just as much as any other 
person who sells a commodity shall be saved from selling it at a 
loss, that the same rule shall apply to the street railways. They 
are salesmen, they are selling their services, and the people are 
getting to be educated up to the point of believing that they should 
pay what is a reasonable cost for that service. 

Now, Mr. Chairman, I do not intend to say anything more regard- 
ing public ownership and condemnation of property. If Congress 
wants to do it and thinks it advisable that it should be done, it has 
ample power to condemn the property and take it and pay just 
compensation therefor, the just compensation not to be determined 
by Congress, but to be determined by the courts. Now, that is your 
right, if you want to exercise it. There can be a regret, but there 
can be no sane opposition to it, if you determine to do it. In the 
determining of it there can be a great deal of opposition to it and 
a great many reasons brought to your attention as to why it should 
not be done, but when you have once reached the conclusion that 
you wish to emphasize the right of eminent domain over these cor- 
porations, there is no power to stop you, there is no impediment or 
restriction upon you, provided you give just compensation. 

Now, let us go for a moment into the consideration of another 
question, and that is the right of Congress to repeal our charter, 
the right which is a separate right from the one which we have 

just discussed. 

Congress has the right to repeal the charters of street railways in 
the District of Columbia, such right being reserved specifically in 
jthe charter, but the exercise of this right must be and is always 
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subject to the safeguards thrown around private property by the 
Constitution of the United States. 

Now, before I go into the decisions it is always well to go to the 
textbook discussion of things of this kind, and in that connection I 
Tefer you to Thompson on Corporations, second edition, volumje 1, 
section 341 and section 342, and I want to read them to you. 

The Chairman. What contractual rights would be interfered with 
in case Congress should repeal these laws granting street car com- 
panies a right to do business here ? 

Mr. Hamilton. Every right that they have legitimately exercised 
in the making of contracts, the giving of bonds and things of that 
sort, where Congress itself has authorized a mortgage to be put upon 
its charter, and every right of that kind would be violated. You 
could not do it. 

The Chairman. Would it involve paying the companies for their 
property ? 

Mr. Hamilton. Absolutely. 

The Chairman. You mean the entire property ? 

Mr. Hamilton. For the property that had existed just before your 
mandate to disband. You would have to take the property at that 
time, if it has become a going concern, because under your authority 
it has gone into contracts for construction, because under your au- 
thority it has issued bonds and secured them and induced those bond- 
holders to invest their money in the machinery as a part of the se- 
curity. You could not disturb all that without paying them for the 
destruction of that vested right. 

Mr. Williams. The repeal of the charter, then, would be virtually 
taking over the property ? 

Mr. Hamilton. Yes, sir ; and putting it into shape where you can 
exercise your right of eminent domain. But you can not indirectly 
avoid the constitutional provision of fair dealing. You can not do 
it to save your life. 

The Chairman. Then, under your interpretation. Congress has 
practically given an unlimited charter to these companies unless it 
sees fit to take the properties over ? 

Mr. Hamilton. Absolutely. Unless they see fit to pay just com- 
pensation they can not say to the people of this District or to the 
people of this country, " Here is a company that we have chartered, 
that we have given rights to, that we have given the right to borrow 
money to build itself up into a business concern, that we have given 
the right to bond the very thing that we are giving the charter for 
and on the sanctity of that charter the stockholders have invested 
their money." They can not afterwards go ahead and do anything 
that will hamper, impair, or destroy that charter without coming 
down to a governmental function, and the only function that thej 
ought, in morality, to exercise, and that is to take private property 
and pay just compensation therefor. You can not get around it. 
Now, that is the question for the courts. You have the bald power, 
the power of a giant, to say that you repeal this charter, but do not 
fool yourselves with the thought that if you say that, that the com- 
panies are not going to be paid just compensation for their property 
and their rights. 
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The Chairman. There has been some discussion here as to whether,, 
if the charters were repealed, the companies would not be in the same 

Eosition as companies in other cities where thev have been given a. 
mited franchise, for 20 or 30 years, and the franchise period had 
expired. What is your idea about that? 

Mr. Hamilton. The limited corporations have a right to contract 
away beyond the period of their franchise. In other words, a cor- 
poration with a charter for 20 yearse can make contracts for 40 
years, and that has been upheld by the Supreme Court of the United 
States. Now, upon that point I will refer you to the case that was 
decided in the courts of New York, which was argued by Mr. Boot 
at great length, and there the very question arose as to the right of 
Congress to withdraw a charter and to annihilate the franchise and 
say that that was not a thing of value to the company. 

(Thereupon, at 12.30 o'clock p. m., the committee adjourned until 
Tuesday, February 17, 1920, at 10 o'clock a. m.) 
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REGULATION OF PUBLIC UTILITIES IN THE DISTRICT OF 

COLUMBIA. 



Committee on the District of Columbia, 

House of Representatives, 
Tuesday^ Fehuary 17^ 1920. 

The committee met at 10.30 o'clock a. m., Hon. Carl E. Mapes 
(chairman) presiding. 
The Chairman. Mr. Hamilton, will you proceed ? 

STATEMEirr OF H£. GEOBOE E. HAHILTOir, PBESIDENT OF THE 
CAPITAL TXACTIOB' CO., WASHINGTON, D. C— ContinTied. 

Mr. Hamilton. Mr. Chairman and gentlemen of the committee, 
you will recall that on Friday I had discussed at some length the 
right and power of the Government to take private property for 
public purposes and the limitations upon that right placed in the Con- 
stitution and in the amendment to tne Constitution which protected 
contracts and which required that property should not be taken with- 
out due process of law and just compensation. That had been pre- 
ceded by a brief history of the organization of our utilities in the 
District of Columbia by Congress, of the birth of the Capital Trac- 
tion Co. by the purchase of the Washington & Georgetown road by 
the Sock Creek road and by brief outline of the direction of the 
Capital Traction Co. from the time of its origin in 1895 until the pres- 
ent. I had passed from the general discussion of the power of the 
Government to be exercised through the right of eminent domain to 
a discussion of its power to repeal charters where that power was 
specifically reserved in the charter, by law, or by constitutional pro- 
vision, and I had given you references to some law, textbook, and 
case in which that question was discussed. 

Now, I wish to continue that and again refer you to a case cited on 
Friday, and to call your attention to the particular language used 
by Mr. Justice Brewer in his decision in the case of the Monongahela 
?favigation Co. against the United States (148 U. S. 337) : 

Of the power of Congress to coiuieiuu whatever land may be necessary for 
such canal there can be no question ; and of the equal necessity of paying full 
compensation for all private property taken there can be as little doubt. If a 
man's house must be taken, that must be paid for ; and if the property is held 
and improved under a franchise from the State, with powers to take tolls, that 
franchise must be paid for because it is a substantial element in the value of 
the property taken. So, coming to the case before us, while the power of Con- 
gress to take this property is unquestionable, yet the power to take is subject to 
the constitutional limitation of Just compensation. It should be noticed that 
here there is unquestionably a taking of the property and not a mere destruc- 
tion. It is not a case in which the Government requires the removal of an ob- 
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structlon. And here it may be noticed that, after taking this property, the Gov- 
ernment will have the right to exact the same tolls the Navigation Co. has 
been receiving. It would seem strange that If by asserting its rights to take 
the property, the Government should strip it largely of its value, destroying all 
that value w^hich comes from the receipt of tolls, and, having taken the prop- 
erty at this reduced valuation, immediately possess and enjoy all the profits 
from the collection of the same tolls. In other words, by the contention this 
element of value exists before and after the taking, and disappears only during 
the very moment and process of taking. Surely, reasoning which leads to such 
a result must have some vice, at least the vice of injustice. 

So it would be in answer to the question propounded by you, Mr. 
Chairman, early in the hearing, that if you were to revoke the 
charter of these railways for the very purpose of creating a com- 
pany to take over these railroads and operate them, it would be 
just exactly in the light of Mr. Justice Brewer's statement in the 
last paragraph of that decision, or the part I have read. The value 
of the franchise would be existing prior to your repeal, would be- 
come a value immediately afterwards, but would be unjustly sus- 
pended for the very purpose of the taking. In other words, it 
would be a destruction of property for the purpose of taking it 
over, which would be an indirect avoidance oi the protection that 
the Constitution gives to the people of the United States. 

The Chairman. Do you not think that when you accepted the 
franchise with the section which authorized Congress to amend, 
alter, or repeal the law that you accepted it subject to the repeal 
by Congress and with the right of Congress to repeal it at any 
time? 

Mr. Hamilton. Absolutely, and this does not deny that in any 
way. We accepted it with the right of appeal, but Congress gave 
more, a great deal more, than the bald right to operate a street 
railway. It gave to the companies the power to contract, and the 
power conferred by Congress upon this corporation was to enable 
it to do the only thing that would have warranted Congress in 
issuing a charter, to do a public service in which capital had to be 
invitea, contracts had to be made, and large sums of money had 
to be expended. 

TI^ Chairman. But all of that had to be done subject to the right 
of Congress to repeal? 

Mr. Hamilton. Subject to repeal, but not destruction of prop- 
erty rights that had become vested, created by the position taken by 
Congress. 

The Chairman, I think we all agree that Congress would have 
to pay for any property that it takes, but whether it would have 
to do so in case it only repealed these laws is, I think, a different 
question. 

Mr. Hamilton. It is answered right there in that concluding par- 
agraph of Justice Brewer's decision. Do you think the Govemment 
of the United States 

The Chairman (interposing). Just a moment. That is not the 
same question involved. 

Mr. Hamilton, Yes; the right to repeal. Do you think that the 
Congress of the United State would put itself in a position to do a 
thing that in the doing, being for a public service, would invite 
capital to invest itself in a being created by Congress, and have in 
mind that when that was done and when a going concern was ere- 
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ated, because of the permission by the Government to this company 
to do these very things, that they had the thought in mind that 
they would withdraw the charter and destroy that property? It 
would be an imputation against the Government that I do not 
think anyone would want to place there. But there are authorities 
that will come down more fully and completely to that question. 

The Chairman. As a matter of fact, Congress is very careful to 
put in that provision in legislation now, I believe, and evidently 
was at the time it granted these charters. 

Mr. Hamilton. I think that nearly every charter of this kind 
given by Congress contains that provision. The courts have held 
that it was not put in there for the purpose of inviting the making 
of contracts and investments in that property and then for the 
destruction of that property, but there is a difference between the 
mere right of existence ana the other rights that go with a fran- 
chise, and that becomes property. 

The Chairman. Under your construction of the rights of Con- 
gress and of the rights of the street car companies, under these 
present laws containing the provision that Congress reserves the 
right to alter, amend, or repeal the laws, what would be the differ- 
ence in the case of a law that had been passed without that {Pro- 
vision in it and Congress determined that it was a public necessity 
or for the public good to take over the street car systems? 

Mr. Hamiltx)n. Here would be the difference: It never was the 
intent of Congress to destroy a useful corporation by the insertion of 
the right of repeal, but it makes this difference, that if they have the 
right of repeal and the corporation violates a duty or fails m the per- 
formance of a duty, instead of going through the long processes of 
forfeiting by a bill in equity a charter that was granted them, Con- 
gress can revoke that charter, but when it does revoke that charter 
it must be careful not to infringe upon the safeguards that the Con- 
stitution has thrown around property rights. 

The Chairman. It seems to me that there is very little distinction 
between the rights of Congress in either case, as you construe it. 

Mr. Hamilton. There is very little difference. The right to alter 
and amend is a most useful right because under that right Congress 
can impose other duties that will not destroy past ri^ts, and can 
enlarge and develop the sphere of activitiy of the corporation. None 
of those rights, however, can be used, and it has been repeatedly so 
held by the Supreme Court, to destroy a single vested right or con- 
tractual right made by a corporation. In other words, Congress by 
putting in that provision can not repeal the protection that the Con- 
stitution gives. 

The Chairman. Congress only gave the right to make those con- 
tracts subject to the right of Congress to repeal the law. 

Mr. Hamilton. Yes, to repeal the law. You have that perfect 
right, providing you keep within the Constitution. But a limited 
corporation, a corporation with a limited charter, can make contracts 
that are beyond the period of its existence, and those contracts are 
perfectly lawful and will be protected in the courts. 

The Chairman. Now, is it your contention that if Congress should 
repeal these acts giving the street car companies the right to do busi- 
ness in the streets in the city of Washington, and went no further 
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than that, that it would be the duty of the Government to pay the 
street car companies for the value or their property ? 

Mr. Hamilton. Yes, sir. 

The Chairman. Have j^ou any authorities on that? 

Mr. Hamilton. Yes, sir. You can not conceive of the exercise of 
such a right by Congress to create a thing, to endow it with power 
for a public use, to invite the public to invest their capital in it, and 
then withdraw that charter and say that, because we have withdrawn 
the charter, that all these rights are husks. 

The Chairman. If you are going into that question, I do not care 
to ask any further about it at this time. 

Mr. Johnson. I was about to say, Mr. Hamilton, as I said the 
other day, that several years ago I became satisfied that at least one 
of the public utilities here — and I suppose it would apply to them 
all — if its charter should be repealed, that it would have to be fully 
compensated for. I said then that some man came down from New 
York and argued that question — and I forgot his name then, and I 
forg:et it now, but I have preserved his brief on the subject. In dis- 
cussing it at a later day with some parties, my attention was invited 
to this difference l>etween all of the cases cited and the particular 
ones which are now under discussion, that all the decisions of the 
courts related to the repeal of a charter bv the State where the 
State did not own the property on which tne canal, or the street 
railroad, or the public utility stood and operated. Then I was told 
that when the proposition was before Congress to charter the Wash- 
ington Market Co., it was discussed at very considerable length. I 
hunted for nearly a year and finally, in the file room in some old 
documents, I found the exchange of some pamphlets between the 
District of Columbia Committee and the people who were asking 
to charter the Washington Market Co. They got a charter for 99 
years — at least, they leased Government property for 99 yeetrs. The 
question in that charter was the same as in all these, that Congress 
reserved the right to alter, amend, or repeal at any time. This 
very question arose and was very elaborately discussed in those pam- 
phlets between the opposite sides of the controversy, and they finally 
reached a conclusion that, if Congress annulled the charter, that 
the must pay for all the property. Here is the proposition : In that 
charter it is clearly set out that if Congress repeals the charter it 
must pay for the property, the buildings, and all that the Washing- 
ton Market Co. has erected upon that public land. 

Mr. Hamilton. The value of the leasehold. 

Mr. Johnson. I was asking myself whether or not you had dis- 
cussed this proposition in the day or two in which I was necessarily 
absent? 

Mr. Hamilton. In the discussion, Mr. Johnson, I had read a case 
to which I have referred, and right there, Mr. Johnson, I want to 
refer you to a case that was used in that discussion by the New York 
lawyer, and which has been used for certainly every case 

Mr. Johnson (interposing). Perhaps I can make it a little bit 
clearer. It has been stated to me by some members that, inasmuch 
as the United States Government owns the streets through which 
the street cars operate, and the Congress representing that owner- 
ship, speaking for that ownership, and contracting for that owner- 
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ship, whether it has the right to make this contract and repeal it, 
that the street car companies would have to submit to it, even though 
they lost ; but they accepted that contract with that staring them in 
the face, that they might lose their charter. 

Mr. Hamilton. The fact that the United States owned the streets 
is a very strong element in support of the contention that I make. 

Mr. Johnson. It would be in support of an element of equity, 
but whether it would change the original contract between the two 
contracting parties or not I do not know. 

Mr. Hamilton. Only beneficially to the other party to the con- 
tract, because there the United States was dealing with what it 
owned and it had the right to give this charter. It had only the 
right to give it for a public use, and in giving the charter they did 
not stop there, but they clothe the same corporation that was to do 
business on the property of the Government with other rights, with 
other responsibilities, and with other privileges, and among them 
was the doing of the very thing that the public required to be done, 
and the Government was looking after the public. 

Now, I do not know of any case where that question has been 
more fully discussed than in the case that I intended to refer you to 
a little later, a case that has been quoted with approval in nearly 
every State of this Union. It has never been reversed in the State 
of New York. It has been referred to in the Federal cases, and the 
only one case that I know of where they took exception to any point 
in the case, absolutely affirming the general principles and refus- 
ing to pass upon one, was this : The fact that in the State of Michi- 
gan the right to the streets was in only taking a use of the streets 

Mr. Johnson (interposing). That is, the ownership there was in 
the city and not in the State? 

Mr. Hamilton. It was not in the city except for the use of it. It 
was in the property owners. In the city of New York it is in the 
city. 

Mr. Johnson. And not in the State? 

Mr. Hamilton. No ; it is in the municipality. This is a case which 
I want all of you gentlemen before coming to any conclusion to read, 
and read carefully, because it discusses the whole question* It is the 
case of the People against O'Brien, in 111 New York. It was 
argued by some of the ablest lawyers in New York, and their briefs 
are very liberally incorporated into the decision. Mr. Root was one 
of the lawyers, and he has a very elaborate discussion of cases that 
bear upon the subject, and the conclusion of the court is very 
elaborate. 

Mr. Johnson. Was the charter granted by the city or by the 
State ? 

Mr. Hamilton. By the State. 

Mr. Johnson. The State granted the charter but the city owned 
the streets? 

Mr. Hamilton. Just a* moment — ^the city granted the franchise. 

Mr. Johnson. The city granted it and not the State? 

Mr. Hamilton. Yes, sir. 

Mr. Johnson. That is getting at this case, then. 

Mr. Woods. The city gran tea the franchise and the State granted 
the charter? ' 



272 BBGULATION OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA. 

Mr. Hamilton. Yes, sir. I have references in my notes that I will 
take this up presently, but I want to call your attention to this case 
particularly. In a case that we had in this District, Eailroad Com- 
pany V. MacFarland, 20 Appeals, 433, Judge Alvey, chief justice of 
the court at that time, in discussing this very question says: 

It may be conceded that this reserved power in Congress is not entirely 
without Umlt, and that the power to alter, amend, or repeal must be exercised 
within reasonable bounds for the preservation of right and justice. It has 
been said by high authority that the power must not be exercised in such arbi- 
trary way as to destroy vested rights acquired In good faith under the char- 
tered powers of the corporation. But it does not follow that this power to 
alter or amend may not be exercised to add new duties and obligations to 
those originally imposed, though such new duties and obligations niay require 
the expenditure of large sums of money in their performance. 

That was a suit which was brought by some property owners under 
these conditions. The law of Congress required the Metropolitan 
Eailroad Co. to extend its branch in a certain direction and to con- 
demn the property, and the assessment of benefits to be done in the 
usual way as by statute provided. The property owners contested 
the assessments because thev said that the law authorizing this was 
unconstitutional, that they had no right to require the arbitrary ex- 
tension of a railroad. This whole question came up in the discussion 
of that matter. That case was appealed to the Supreme Court of the 
United States, but the only question referred to there was regarding 
the assessments and no contrary view was expressed in regard to that 
situation. On this point I will refer you also to the City of Lansing 
V. Michigan Power Co. (105 Northwestern 250). Justice Stone, of 
the Supreme Court of Michigan, adopted in his opinion the opinion 
of the ]udge of the circuit court, which says: 

This power reserved in the Constitution of 1850 can not be construed to be a 
power to revoke and terminate public utility service contracts arising out of 
user of the streets under the act of 1905, for such user constitutes a contract 
falling within the protection of the Federal Constitution. The reports are full 
of cases Interpreting the power of the legislature to amend or repeal acts 
authorizing incorporation when the power to do so has been reserved in the 
Constitution, but the weight of authority is to the effect that when the legis- 
lature has granted the right to use the streets for public utility purposes, and 
such grant has been accepted by user Involving great expense and made ui)on 
the faith and credit of the grant, the legislature may not turn around and re- 
voke the grant and ruin the party so relying upon the contractual force of the 
grant and user. Such grants, when accepted by user, have a value to the 
public, in providing a common public service of a necessary utility and a value 
to the company in the returns from the consumers for the service furnished, 
and constitute contracts within the protection of the Federal Constitution. 

I do not know that I can find any language more jjertinent than 
was used in this case by Mr. Justice Stone, of the Michigan Supreme 
Court: 

ff 

It has been said that the power to revoke was placed in the constitution of 
1850 to avoid the effect of the decision in the Dartmouth College case, because 
the framers of that constitution were well aware of the binding force of legis- 
lation in the absence of such reserved power. This is undoubtedly true, but the 
power so reserved serves a valuable purpose without carrying it to the extent 
of impairing the obligation of contracts. It is well to keep in mind the distinc- 
tion between the right to be a corporation and unilateral grants to corpora- 
tions and contracts between the State and corporations. 

Now, the Supreme Court of the United States took that view. 

The corporate existence and functions and unilateral grants to corporations 
may faU within the reserved power of amendment or revocation, but contracts 



EEGUIATION OF PUBLIC UTILITIES I]S^ DrSTRICT OF GOLUltfBIA. 273 

between the State and corporations, arising out of grant of right of user of the 
streets, and acceptance by user for public utility purposes, must run their 
course and are not subject to revocation at the will of the legislature. 

And further on : 

It is true that it is not every act of the legislature providing for incorporation 
or relating to corporate rights and privileges that will constitute a contract, 
but when the legislature by act invites a public utility corporation to expend 
money in establishing a plant, then, upon accepting the grant and establishing 
the plant and installing the public-service equipment in the streets, there has 
come into existence a contract beyond the power of anj' division of the Govern- 
ment to impair by recall of the grant to be upon the public streets. 

Justice Stone, of the Supreme Court of Michigan, approving the 
utterances of the judge below, says : 

In a very able opinion by Justice Hughes, in the case of Russell v. Sebastian 
(233 U. S., 195), the following pertinent language is used: "That the grant 
resulting from an acceptance of the State's offer constituted a contract and 
vested in the accepting individual or corporation a property right, protected 
by the Federal Constitution, is not open to dispute in view of the repeated 
decisions of this court." 

Citing New Orleans Gas Co. v. Louisiana Light Co. (115 U. S., 
(550) and numerous other Federal and State decisions. 

The Chairman. What is the date of that decision ? 

Mr. Hamilton. I do not know the date. It is quite recent. 

Mr. Barbour. It was decided in 1914. 

Mr. Hamilton. It refers to a very recent case in the Supreme 
Court of the United States, so it must be a recent decision. 

The Chairman. That was a franchise given under a general law ? 

Mr. Hamilton. That I could not answer, Mr. Chairman. I have 
the opinion at the office. I will furnish that opinion. It probably 
was, because it refers to the provision of the Constitution that 
affects all contracts, and I would take it from that that it was an 
incorporation under the general law. 

Now, as stated, Congress has the right to repeal the charters of 
the street railways of the District of Columbia, such right being 
reserved specifically in the charter^ but the exercise of this right 
must be and is always subject to safeguards thrown around private 
property by the Constitution of the United States. The reserva- 
tion is intended to preserve to the State control over its contract 
with the corporators. The reservation affects the entire relation 
between the State and the corporation and places under legislative 
control all rights, privileges, and immunities derived by its charter 
directly from the State. Sights acquired by third parties and which 
have become vested under the charter, in the legitimate exercise of 
its powers, stand upon a different footing. 

I refer you to the case of Tomlinson v. J^ssup (15 Wallace, 459), 
Mr. Justice Field delivering the opinion, and also the opinion of 
Mr. Justice Field in the case of Kailroad Co. v. Maine (96 U. S., 
511). 

Now, in the case of Pumpelly v. Green Bay Co. (80 U. S. 166), 
it was held : 

By the general law of European nations and the common law of England 
it was a qualification of the right of eminent domain that compensation should 
be paid for private property taken or sacrificed for public use, and the con- 
stitutional provisions of the United States and of the several States which 
declare that private property shall not be talsen for public use without just 
compensation were intended to establish this principle beyond legislative con- 
trol. 
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Now, to annual the charter of a corporation, let us say a rail- 
road corporation, chartered by Congress, and, which under its char- 
ter has fuUfilled the objects of its creation, which has given good 
service, and is giving good service, which, because of this char- 
ter, invited and obtained subscriptions to its capital from citizens 
of Washington, and has in all respects lived within the law and 
used its charter rights benefically to the public, and to do this has 
outstanding liabilities in stocks and bonds amounting to $18,000,000, 
dependent upon its right given by Congress to operate and to build 
up a going business and thereby serve the public, and thus endeavor 
to avoid the constitutional protection thrown around private prop- 
erty by the fifth amendment, would be both illegal and immoral. 

Mr. Justice Story, in his dissenting opinion delivered in the case 
of Charles River Bridge v, Warren Bridge (U. S. Supreme Court, 
11 Peters, 608), uses this language, which is applicable to the pres- 
ent discussion: 

For my own part, I can conceive of no surer plan to arrest all public im- 
provements, founded on private capital and enterprise, than to make the out- 
lay of that capital uncertain and questionable both as to security and as to 
productiveness. No man will hazard his capital in any enterprise, in which 
if there be a loss, it must be borne exclusively by himself; and if there be 
success, he has not the slightest security of enjoying the rewards of that 
success for a single moment. If the Government means to invite its citizens 
to enlarge the public comforts and conveniences, to establish bridges, or turn- 
pikes, or canals, or railroads, there must be some pledge that the property 
will be safe; that the enjoyment w^ill be coextensive with the grant, and that 
success will not be the signal of a general combination to overthrow its rights, 
and to take away its profits. The very agitation of a question of this sort 
is sufficient to alarm every stockholder in every public enterprise of this sort 
throughout the whole country. 

I believe that if Congress were by any act to proceed along the 
line that has been suggested, of taking the charter, say, of the Cap- 
ital Traction Co., which has served a useful purpose, which is built 
up on the capital of private investors, the propertjr of private citi- 
zens, who are dependent upon it for their very existence, who, ac- 
cording to the Public Utilities Commission of the District of Colum- 
bia, has performed good service and is giving good service, that is 
entirely solvent and is not an applicant for any benefit whatever, 
but is able, and has shown its ability under good direction, to meet 
its obligations and to keep on as a going concern — I say, that if, for 
any reason. Congress were to withdraw that charter and say that 
" We will not protect private rights that have been invested in this 
enterprise at our invitation," that it would deter any investment for 
any public work that Congress might wish to encourage or promote 
or set on foot; it would prevent any capital from going into any 
such investment. It would be, as has been intimat-ed by Mr. Justice 
Story and by others, an illegal act, because it is contrary to the letter 
and most contrary to the spirit of the Constitution, and it would be 
an immoral act as well. 

Mr. Johnson. How, in vour opinion, could the contract between 
the Government and the (Capital Traction Co. be entirely canceled ( 

Mr. Hamilton. It can be entirely canceled by doing what the 
Constitution says you have an ample right to do. You can condemn 
that property. You can condemn that property there and you can 
pay for its rights. When you have determined that that property 
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should be taken, there is aa end to the inquiry. That legislative act 
i? all-forceful and complete. You have got to provide a means, a 
vehicle, a method by which the value of that property under the 
Constitution may be established, and then it becomes a judicial func- 
tion, and the courts will look after the fair value, but you have a 
right to condemn the Capitol Traction Co. or any other company 
that you have created, and you have a right to condemn it and pay 
for the property and put it in the hands of the Government or of a 
private corporation organized to carry on that work, if you choose. 

Mr. Johnson. The word " property " as used by you would cover 
\vhat ? 

Mr. ILvMiLTON. The word " property " as used by me would cover 
all that has been created by the Capital Traction Co. as a going con- 
cern, its earning power, its contracts, and everything of value that 
has become vested. The courts, though, would determine the extent 
to which that application would go. But it would be just compensa- 
tion, what the courts would determine to be just compensation. 
. Mr. Johnson. For what? That is what I am trying to get at. 

Mr. Hamilton. I am endeavoring to enumerate it^^ 

Mr. Johnson (interposing). I am asking you to be a little more 
specific, and you are doing it now. 

Mr. Hamilton. I want to be as plain and specific as I can. 

Mr. Johnson. I say you are doing it now. 

Mr. Hamilton^ It is not the cars ; it is not the 

Mr. Johnson (interposing). It does include the cars, though? 

Mr. Hamilton. Oh, yes; certainly; but I say it is not only that. 
They are to be compensated for, for every dollar of worth that is in 
them. But it is not only that. » 

Mr. Johnson. What else is there? 

Mr. Hamilton. It is not only the physical, tangible propeily ; but 
it is that which the company has built up. 

Mr. Johnson. What would you call that? Good will? 

Mr. Hamilton. I would say good will and its value as a going con- 
cern. 

Mr. Johnson. How^ would that be valued? By the dividends it 
has paid? 

Mr. Hamilton. No, sir. By its productiveness, by what it has 
earned. 

Mr. Johnson. Well, that is represented by its dividends? 

Mr. Hamilton. That would be one of the elements ; yes, sir. But 
the money it has received and fairly applied under direction. 

Mr. Johnson. So that if Congress were to repeal the charter of 
the Capital Traction Co. and pay for all this equipment, pay for its 
good will, that good will to be valued by what it has earned, then 
the street car company would be fully compensated, would it? 

Mr. Hamilton. There might be some other element to be brought 
in, but that would be, roughly speaking, the method of procedure. 
Xow, I am not contending, Mr. Johnson, that because the Capital 
Traction Co. was capitalized that the par value of that capital is to 
be the full measure of this compensation. It is what is behind that 
capitalization what is the value of this company as a business. 

Mr. eloHNSON. Right there, the question has arisen as to valuing 
the good will, which is the earning capacity. For what length of 
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time should that be considered in making a vahiation ; one year, or 
more than one year? 

Mr. Hamilton. Do you mean reaching back? 

Mr. Johnson. Both ways — retrospectively and prospectively. 

Mr. Hamilton. I would say that its present earning value would 
be the best way of determining it. Certainly, if you make a period, 
you could not carry it back too far, and I do not see how you could 
carry it forward, because things might disrupt it. For example, 
take this case: If you want my house, my property in the city here, 
you have to give that property the usable value — what it would be 
usable for in the location, in the business, or as a dwelling house, 
or whatever it is — you have to give it that value. There is an ele- 
ment there that is outside of the mere language. It is its use and 
usefulness that must be taken into consideration. 

Mr. Benson. Mr. Hamilton, have not the courts ignored that in 
the rate-making cases? In the New York gas cases they would not 
allow anything for good will ? 

Mr. Hamilton. They allowed for a going concern; yes. It is a 
different name, but it is the same thing. All of it is included. 

Mr. Benson. I think you are right ; that is included. 

Mr. Hamilton. Yes. You will find that they are very careful to 
insist upon a full and just compensation. It is not the mere value of 
this table, for instance, but you must make compensation to me for 
what that table serves me, not for the wood that is in it. 

Mr. Benson. Personally, I have no idea that it is likely that we 
would repeal the charter and stop there, but if we did and then at- 
tempted to condemn the property, we would be in a position where 
we had to condemn the property as a going concern. 

Mr. Hamilton. Yes, sir. 

Mr. Benson. That is it, is it not? 

Mr. Hamilton. Yes, sir. You are driven back to a fair exercise 
of the right of eminent domain and all the protection that that car- 
ries with it. You have that right unqualifiedly, limited only by what 
I am contending for here as a fair application of the constitutional 
amendment. 

In the case of Holyoke Co. v, Lyman (15 Wallace, 522), it was 
held that: 

Power to legislate, founded upon such a reservation (reservation to alter, 
liinend, or repeal), is certainly not without limit, but it may safely be affirmed 
that It reserves to the legislature the authority to make any alteration or 
amendment in a charter granted subject to it that will not defeat or substan- 
tially impair the object of the grant or any rights which have vested under it, 
which the legislature may deem necessary to secure either the object of the 
i^rant or any other public right not expressly granted away by the charter. 

And in the case of Fletcher v. Peck (6 Cranch, 87) Mr. Chief 
Justice Marshall held : 

When a law is a contract, a repeal of that law^ can not take away rights 
vested under that contract. 

And it is a contract, and it has been so often affirmed by every 
court in this country, including the Supreme Court, that it is hardly 
necessary to cite it. In the same opinion Judge Marshall makes 
\isc of this expression: 
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Why, then, should violence be done to the natural meaning of words for 
the purpose of leaving to the legislature the power of seizing, for public use, 
the estate of an individual in the form of a law annulling the title by which 
he holds that estate? 

Now, gentlemen, that has been the spirit of the courts from the 
foundation of this Government. They have held in mind the object 
and the reason why it was insisted that these constitutional provi- 
sions, that this protection of private rights against possible govern- 
mental encroachment, should be inserted in the Constitution. 

In the case of Shields v. Ohio (95 U. S. 319), in discussing the 
i*eserve power to alter, amend, and repeal, the court says that this 
power — 

is not without limit. The alterations must be reasonable; they must be 
made in good faith, and be consistent with the scope and object of the act 
of incorporation. Sheer oppression and wrong can not be inflicted under the 
guise of amendment or alteration. Beyond the sphere of the reserved powers, 
the vested rights of property of corporations, in such cases, are surrounded by 
the same sanctions and are as inviolable as in other cases. 

There is a discussion of this subject and useful notes, annotations 
and references in Cook on Corporations (Vol. 2, p. 1829), where he 
says: 

When a corporation owns a right of way or other franchise obtained from 
a municipality or by the exercise of the State's power of eminent domain, 
this right of way franchise is a corporate asset upon the dissolution of the 
corporation and may survive the death of the corporation. 

In support of that is quoted the case of People v. O'Brien (111 
New York, p. 1), which held: 

Where a legislature, under its reserved right of repeal, repeals a street 
railroad charter, the right to use the streets and operate the road does not 
revert to the State, but passes as property to the receiver for the benefit of 
the creditors and stockholders of the corporation. 

In the case of Stone v. Mississippi (101 U. S., 814), Chief Justice 
Waite said : 

It is now too late to contend that any contract which a State actually enters 
into when granting a charter to a private corporation is not within the protec- 
tion of the clause in the Constitution of the United States that prohibits States 
from passing laws impairing the obligation of contracts. In this connection 
it is to be kept in mind that it is not the charter which is protected, but only 
any contract the charter may contain. If there is no contract, there is nothing 
in the grant on which the Constitution can act. Consequently, the first inquiry 
in this class of cases always is whether a contract has, in fact, been entered 
into ; and if so, what its obligations are. 

In the Binghamton Bridge case (3 Wallace, 73), Justice Davis 
says: 

We have supposed if anything was settled by an unbroken course of de- 
cisions in the Federal and State courts it was that an act of Incorporation was 
a contract between the State and the stockholders. All courts at this day are 
estopped from questioning the doctrine. The security of property rests upon 
it, and every successful enterprise is undertaken in the unshaken belief that it 
will never be forsaken. 

Now, those are direct and strong words- 

A departure from it now would Involve dangers to society that can not be 
foreseen, would shock the sense of justice of the country, unhinge its business 
interests, and weaken (if not destroy) that respect which has always been felt 
for the Judicial department of the Government. An attempt even to reaffirm it 
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could only tend to lessen its force and obligation. It received its ablest exposi- 
tion in the case of Dartinoiith College v. Woodward (4 When ton, 418). which 
case has ever since been consid«^red a landmark by the profession, and no court 
has since disregarded the doctrine that the charters of private corpoi-ations are 
contracts, protected from invasion by the Constitution of the United States. 
And it has since so often received the solemn sanction of this court that it 
would unnecessarily lengthen this opinion to refer to the cases or even enumer- 
ate them. 

The principle is supported by reason as well as authority. It was well 
remarked by the Chief Justice in the Dartmouth College case *' that the objects 
for which a corporation is created are universally such as the Government 
wishes to promote. They are deemed beneficial to the country ; and this benefit 
constitutes the consideration, and in most cases the sole consideration, for the 
grant." The purposes to be attained are generally beyond the ability of indi- 
vidual enterprise and can only be accomplished through the aid of associated 
wealth. 

This will not be risked unless privileges are given and securities furnished 
in an act of incorporation. The wants of the public are often so imperative 
that a duty is imiwsed on Government to provide for them ; and as experience 
has proved that a State should not directly attempt to do this, it is necessary 
to confer on others the faculty of doing what the soverign power is unwillinp 
to undertake. The legislature, therefore, says to the public-spirited citizen: 
"If you will embark, with your time, money, and skill, in an enterprise which 
will accommodate the public necessities, we will grant to you, for a limited 
period, or in perpetuity, privileges that will justify the expenditure of your 
money and the employment of your time and skill." Such a grant is a contract, 
with mutual considerations, and justice and good policy alike require that the 
protection of the law should be assured to it. 

Now, it seems that certainly in the mind of the Supreme Court of 
the United States throughout these decisions there rims the basis 
of the contention that I am making here to-day. 

In the case of Close v. Cemetery (107 U. S. 476), it was held that: 

The power reserved to the legislature to alter, amend or repeal a charter 
authorizes it to make any alteration or amendment which will not defeat, or 
substantially impair, the object of the grant. 

One of the leading cases on this subject, and one in which all of 
the authorities are fully discussed, is the case of People v. O'Brien 
(111 New York, p. 1), to which I have referred before. In this cavse 
the city of New York has created a corporation to run its street cars 
on Broadway. The right to alter, amend, or repeal was reserved. 
The road had mortgaged its property and franchises as security for 
loans and issued its ^nds. The reserved right to repeal was exer- 
cised. Action was bi-ought between the people as plaintiff and Rich- 
mond, the former president, and a receiver was appointed. A sup- 
plementary action was brought later in the name of the people for 
the purpose of obtaining a judgment declaratory of the rights and 
liabilities of the several parties as affected by the dissolution of the 
corporation, determining the fact as to what were assets of the com- 
pany and the extent of mterest, etc. The case was fully argued. It 
was held : 

That whUe the annulling act was constitutional and vaUd, its effect was 
only to take the life of the corporation; that the corporation took, through 
its grant from the city, an Indefeasible title in the land, necessary to enable 
it to construct and maintain a street railway in Broadway and to run cars there- 
on, which constituted property ; that all its property, including street rights or 
franchises, also its mortgages and valid contracts, survived Its dissolution; 
that upon such dissolution its trustees, then in office, became vested with the 
title to its property as trustees for its creditors and stockliolders : that act^i 
providing, in the case of such a dissolution, for the taking away from the 
company of its street franchises, and for the 'Winding up of its affairs by 
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suit brought by the Attorney General, and the appointment of a receiver 
therein, are unconstitutional and void. 

That constitutional or statutory provisions for the repeal of statutes pro- 
viding for the creation of corporations, or the annulment of charters of cor- 
porations, do not confer power to tal^e away or destroy property or annul 
contracts, and an express reservation in such a statute of power to take away 
or destroy property lawfully acquired, under authority conferred by a charter, 
and any legislation which authorizes such a result to be accomplished indi- 
rectly is unconstitutional and void. 

Mr. Johnson. Unconstitutional under the State constitution, or 
under the Federal Constitution? 

Mr. Hamilton. It is unconstitutional . under the Federal Con- 
stitution which protects such property in the citizen, and the pro- 
visions of all of the State constitutions are merely echoes of that 
provision in the Federal Constitution. 

Mr. JoAnson. Well, the inquiry was prompted by bein^ niindful 
that States have no right to enact laws to impair the obligation of 
contracts, but the Federal Government may. 

Mr. Hamilton. Yes; the Federal Government may have. I omit- 
ted to say, Mr. Johnson, in giving a little resume of what passed on 
Friday, that the very first question I took up was the question of 
that construction. 

Mr. Johnson. I will read it. I am sorry I was not able to be 
here then. 

Mr, Hamilton. I referred to two cases in the Supreme Court 
which held, regarding these protective provisions of the constitution, 
that the citizens of the District of Columbia were under the same 
protection as the citizens of a State; that the United States Gov- 
ernment could not assume for a moment — or could not put itself in 
the position of giving protection to people in the States and not giv- 
ing protection to people on its own territory. 

I started out by trying to bring the people of the District of 
Columbia under those authorities in the same category that the citi- 
zens of the States are, and, I think, that that is l3ased upon those 
decisions; those decisions are certainly based upon the rule of 
justice. I can not imagine that this Government would in its con- 
stitution insert a provision for the protection of private rights in 
a part of its territory and would witnhold that protection from the 
people anywhere under its jurisdiction. 

Mr. Johnson. That, however, has been done, I suppose, under 
the theory that the Government had assumed itself to be the crown. 

Mr. Hamilton. Well, it may have haen one of those instances in 
the beginning that Mr. Justice Marshall warns the people against 
in trying to avoid in any way the enforcing of the Constitution 
himself. It is a danger. These provisions ought to be eliminated. 
Possibly in the administration of the Government that could be 
done, but in theory and in fairness — even if the Supreme Court had 
not said so — in theory and in fairness it would scarcely be con- 
ceivable that the Government should want to give some of its citi- 
zens, or denizens if you choose, property protection and protection 
to their lives and property that it would not extend to all. 

Now, there are other quotations from that case, but I believe 
that what has been read from the O'Brien case will certainly create 
in the minds of the committee the desire for a full investigation of 
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the subject and that in that authority is contained about as full a 
brief on this question as could be filed with any committee. 

The Chairman. Let me ask this, Mr. Hamilton: Have you in your 
investigations con}e across the case which went up from Michigan 
regarding the Hydraulic Water Co. of Grand Rapids, Mich? 

Mr. Hamilton. No, sir; I did not. 

The Chairman. As a matter of fact, the legislature repealed the 
charter of that company, and neither tne city of Grand Rapids nor 
the State has as yet paid the Hydraulic Co. for its property. 

Mr. Hamilton. I do not doubt, Mr. Chairman, but that Michigan, 
like other States, has done injustices, or unjustifiable things, but I 
am entirely unable to discuss that question. I really never have 
come in contact with the case, but there have been some striking 
abuses of power because the legislatures and States have exercised 
unbridled and unlimited power. The power that was given them 
for the purpose of promotion has been turned into a power of de- 
struction. 

The Chairman. The procedure in that case had the approval of 
the Supreme Court of the United States. 

Mr. Hamilton. Well, I have never — I can not answer intelli- 
gently, Mr. Chairman. However, if you will give me a reference 
to the case I would be very glad to study it and then make such 
comment on it as possible, and draw, if I can, some line of dis- 
tinction from these other cases. I can not, in view of the cases 
that I have read to you here from the Supreme Court of the United 
States relating to the power, beginning from the time almost of the 
organization of the Supreme Court, and coming down in an un- 
broken line — ^I can not imagine that the Supreme Court would sanc- 
tion in any State the right to destroy or impair the obligation of a 
contract or to take property without just compensation. 

The Chairman. Of course some of those cases go iip from the 
States, on some particular provision of law or of the Constitution 
which might or might not apply. 

Mr. Hamilton. It might have gone up on a question entirely out- 
side, which may have precluded the examination of that question; 
but this case I read, this one from Michigan, is a very recent case 
and if you will take the trouble to look into that you will find a long 
line of Michigan cases given by the court in support of the position 
taken in that case. 

The Chairman. I will be glad to do that. 

Mr. Hamilton. The reference to that case is Northwestern Re- 
porter 105, page 250. In the case of Lansing v. the Michigan Power 
Co., I think you will find there that the State decisions are referred 
to by Mr. Justice Story in that decision. 

There is one other, Mr. Justice Miller, who was not only a noted 
member of the Supreme Court of the United States, but he has left 
in book form a series of lectures. In that book, at page 392, he uses 
this language : 

The opinion, to wliicli there was but one dissent, establishes the doctrine that 
the act of the Government, whether it be by Government or legislature, or of 
the Crown, which creates a corporation, is a contract between the State and 
the corporation, and all essential franchises, powers, and benefits conferred 
upon the corporation become, when accepted by it, contracts within the mean- 
ing of the constitutional provision referred to. 
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And this is almost a paraphrase of this language in one of the de- 
<;isions that I have referred the committee to. Now, it was suggested 
here that perhaps if the Government chooses, if Congress chooses, 
to exercise its rights of condemnation or take the property of these 
railroads, that they could take them at the valuation established by 
the commission. I think that that direct question was asked by the 
chairman of Mr. Gardiner, and Mr. Gardiner said " Yes ; they could 
take that value because it could be adopted and it would be useless 
to go into the matter again." 

I want to say that I differ entirely from the conclusion expressed 
by Mr. Gardiner. When the Government of the United States ha^ 
decided that private property should be taken, it will proceed, and 
must proceed, by providing the means of just compensation and pro- 
viding the tribunal, a jury, a commission, or some sort of a body to 
determine that value, and that value is to be determined by the con- 
ditions that exist at that time and a past valuation could not be used 
or forced upon the company. It might be used, but it could not be 
forced upon them. And especially would that apply to the valuation 
of these corporation, because the chairman of the Utilities Commis- 
sion himself has said that in the valuation found by the commission 
of these two street railway companies he had excluded many elements 
that make up what he called the sales or exchange value; and that it 
was a value of the fiscal property ; but the duty of the legislature, the 
power of the legislature, is to determine what property is to be taken, 
private property is to be taken for public use, and its motives can 
not be inquired into. They are all-powerful on that question. They 
can say that my house, or my property, that the Capital Traction 
Co.'s property, or any other company's property, is needed for a 
public use, and the courts decline to inquire as to the necessity or the 
want of necessity in that conclusion unless there is some proof of 
real fraudulent intent. The courts may never inquire into the justice 
of the act, but it is merely aside of the case. When they determine 
that a particular piece of property is to be taken, the owner has a 
right to be heard and a right to appeal to the courts. 

Mr. Johnson. In the condemnation proceedings, you do not think 
that the findings of the Public Utilities Commission would be ad- 
missible at all as evidence? 

Mr. Hamilton. No, sir ; it would not be admissible. 

Mr. Johnson. In the condemnation proceedings the valuation fixed 
by the commission would not be proper to consider ? 

Mr. Hamilton. No, sir. 

Mr. Johnson. The same principle? 

Mr. Hamh^ton. The same principle. You can not substitute one 
governmental function for another and you can not substitute the 
values taken by one tribunal for another purpose, or any other pur- 
pose into the findings of the value under condemnation proceedings. 

Cooley on constitutional limitations, page 527, says: 

Due process of law not only requires that the party shaU be properly brought 
into court, but that he shall have the opportunity, wh^i brought, to establish 
any facts which according to the usages of common law, or the provisions of 
the Constitution, will be a protection to him in his property. 
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And on page 817 he further says : 

What the tribunal shall be which is to assess the compensation must be de- 
termined either by the Constitution or by the statute which provides for the 
appropriation. The case is not one where as a matter of right the public is 
entitled to trial by jui*y unless the Constitution so provides; nevertheless, the 
proceedings is judicial in its character and the party In interest is entitled to 
have an impartial tribunal and the usual rights and privileges which attend 
judicial investigations. 

Now, the proceeding for the ascertainment of the value of the 
property and consequent compensation to be made, is merely an in- 
quisition to establish a particular fact as a preliminary to the actual 
taking; and it may be prosecuted before commissioners or special 
boards, or the courts, with or without the intervention of a jury, as 
the legislative powers may designate. All that is required is that it 
shall be conducted in some fair just manner, with opportunity to the 
owners of the property to present evidence as to its value, and to be 
heard thereon. (U. S. v. eJones, 109 U. S., 519.) 

Now, leaving that question, it has been said during these hearings, 
first that a merger of these roads was desirable, and second that the 
power was vested in Congress to compel a merger of these roads. 
Congress has not the power to compel the merger. Congress has 
never attempted to exercise that power, but has always admitted that 
it had not the power. No decision of the courts can be found sup- 
porting the doctrine that any Government through any of its agen- 
cies, could compel a man to take his investment out of one place and 
put it in another; to take his property which might be under safe 
guardianship and expose it to a (Afferent guardianship. It is con- 
trary to the first principles of business sense and business direction. 

Now, no authority can be cited because in every case which involves 
a merger, it declares that Congress can authorize a merger. They 
can permit a merger, but the ladies they create or the corporations 
can not merge unless Congress does consent. A merger might be 
against public interest. It might stifle competition; it might bring 
about many conditions not desired. Congress has the power to au- 
thorize ; Congress may encourage a merger by helpful legislation, but 
can not compel a merger. 

Mr. Johnson. You are comparing that with the marriage rela- 
tions, somewhat. 

Mr. HAMHiTON. Yes, sir. No question probably was more care- 
fully considered than that very recently in Congress in connection 
with the Cummins bill in connection with the railroads. In the bill 
there was an involuntary feature. Voluntary merger was encouraged 
by legislation and helpful provisions to be accomplished within 
seven years. Thereafter the roads which did not come into any of 
these various groups, and so forth, they were to be compelled to 
come in. Well, that question came up during the consideration of 
the bill. I have it here. That question came up for debate and the 
following took place : 

Mr. Hitchcock. But I understand that if it is not wilUng to agree, the 
provisions of the bill proposed by the Senator makes it compulsory. 

Mr. Cummins. It will be compulsory after the period of seven years. We 
can not compel them to agree, but we can take the property then. We take 
the property and secure the incorporation of a corporation just exactly as we 
did with the Shipping Board. 

Mr. Hitchcock. In that case, how do you as a legislative proceeding ex- 
clude the unearned increment? 
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Mr. Cummins. Because in the articles of Incorporation which that compauy 
must adopt If it Is to acquire a system of railway, It agrees with the Govern- 
ment that that shall be done. 

Mr. Hitchcock. I can see how that will be all right as long as it is voluntary 
on the part of the corporations, but how can we compel them to do it? 

Mr. Cummins. You can not compel the incorporation, and if the Govern- 
ment can not find men who are willing to enter into one of the incorporations 
and organize it and become the owners of one of the systems of railway, then 
the plan must fall. We can not coerce men into these investments; but we 
believe that there will be no difficulty, with the Influence of the Government, 
in securing the organization of these companies to take over this property 
just exactly as we have done heretofore. 

Mr. CuBTis. Mr. President, may I ask the Senator how you get title to the 
property of the companies that do not want to join? 

Mr. Cummins. Through the exercise of the power of eminent domain. 

Mr. CuBTis. The Senator thinks that they could be taken by this corponi- 
tlon that is to be organized under the power of eminent domain. 

Mr. Cummins. Surely. The United States can take tlieni directly through 
the exercise of the power upon its part and transfer them to a corporation 
organized as I have suggested, or it can give the corporation which is the be 
authorized the authority to take the properties for the purpose mentioned. 

Mr. Hitchcock. In a case of that sort, where they are taken under thn 
power of eminent domain, what is the measure of the price that must be paid? 

Mr. Cummins. Mr. President, I wish I could answer that question, but I 
can not. That is a judicial question, and there is as much difference of 
opinion with regard to the elements which should be considered in making up 
a value as there is upon any other of the numerous coastitutional provisions 
that we have constantly under our consideration. 

In this connection I would add also that if Congress should 
determine to acquire the property of the street railways of Wash- 
ington by condemnation, it must oe done by original procedure and 
not by the adoption of any other tribunal. 

The Chairman. Do you agree with Mr. Cummins's statement? 

Mr. Hamilton. I do. I can not help it. You take the question 
with the State courts; I think that a correct rule can be gathered 
from the decision of the Supreme Court of the United States and, 
too, from the decisions in the States. I think that is getting more 
and more into the provisions of the Constitution. 

The Chairman. I suppose you would sav that Congress could 
not compel a merger of the two companies, but you would not dis- 
pute the proposition that Congress could provide for condemnation 
of these two companies and then provide for the organization of a 
corporation under the public utilities commission, or in any way 
that Congress might provide to take over the property at the valu- 
tion fixed in the condemnation proceedmgs? 

Mr. HAMiim)N. I could not dispute it, because the law is against 
me. Congress has the power to take the property, Mr. Chairman, 
and give just compensation. The rights of the individual pass, in 
such a taking, to the Government. Now, it can organize, another 
company to take over that propertjr and do what it chooses with 
it when it has taken it. Its power is great. It has to be exercised 
under the provisions of the Constitution, and you must give just 
compensation, but when you have done that you have it entirely. 
There is no question under the laws. 

The Chairman. The same thing could be done as is provided for 
in the Cummins bill after seven years ? 

Mr. Hamilton. It could be done now as well as after seven years, 
if you paid just compensation. That obligation, too, is a legal and 
moral obligation. 



284 REGULATION OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA. 

Mr. Johnson. Would you make any distinction between the right 
of Congress to take private property or public property — ^that is, 
street car properties, taking that which has l)een dedicated to public 
purposes, for instance, the sti-eet car companies? Can Congress 
take a street car company from one canipany and turn it over to 
another company to be used for the same purpose? 

Mr. Hamilton. They can not compel one company to take over the 
property of another company — that is, for A to take the property 
of 6 ; but they can take the property under condemnation proceed- 
ings, or one company could take the property of another under con- 
demnation proceedings if specifically authorized. 

Mr. Johnson. It would be the same as if they bought it. 

Mr. Hamilton. Yes: they have the same exclusive right after 
condemnation proceedings as if thej' had bought the property and 
paid for it. Congress has the right, and it has been decided that 
CJongress has the right, to take property already given to public use 
for the support of the public use, and Congress is to determine the 
use of that principle; the right is an absolute right. You can not 
question Congress in the fullness of its authority to take. I do not 
think there is any question but that they can take. They give and 
they can take for purposes of the public use. Now, when Congress 
does that the courts liave nothing to do except to determine the 
value. 

Mr. Benson. Su})p()se tins was done: suppose that Congress gives 
one company the authority to condemn the other. Both of these 
are being used for public use. Suppose, then, that the Capital 
Traction Co. would condemn the Washington Railway & Electric 
Co. ; could they do that ; could that be done ? 

Mr. Hamilton. Certainly ; provided full comj)ensation wei'e given. 

Mr. Johnson. You have no doubt or misgivings at all as to the 
right of Congre^ss immediately to take over, to condenm or take 
over one or both of the railroad companies by making reasonable 
compensation, paying their fair value 1 

Mr. Hamilton. I have not, because I think the right of Congress 
is supreme in regard to taking property and as to what it has a 
right to do. It would have a right to create a corporation for that 
purpose, or to give an existing corporation authority. 

Mr. Johnson. Suppose Congiess were to pass a bill of that kind 
giving either of the street car companies here the right to condemn 
the other and that each of the two oig companies undertook to exer- 
cise that right, what would be the result ? 

Mr. Hamilton. T think that in questions of that sort reasonable- 
ness must be attributed to Congress, that they are not going into 
the matter to confuse public rights, or property rights, or interests. 
I do not think Congress would permit itself to ^ve to two compet- 
ing companies doing a public service each the right to condemn the 
l)roperty of the other. We must give to Congress, we must attribute 
to Congress, in the exercise of suoi power, an application of the rule 
of reason. 

Mr. Johnson. If such a law were passed, in your opinion, would 
Congress be the sole judge as to which should absorb the other; or 
could it be a matter of judicial decision? 

Mr. Hamilton. I think that if you should pass a law that created 
conflict undoubtedly the courts would have to be appealed to. 
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Mr. Johnson. That might be tnie. 

Mr. Hamilton. If the law was conflicting, in such a case the courts 
would have jurisdiction. 

Mr. Woods. Could Congi-ess give any one company a right to take 
any properties of the other? 

Mr. Hamilton. Oh, yes; that has been done frequently. 

The Chairman. In your opinion if Congress passed a bill giving 
one compan}^ the right to condemn the other it should give in the 
bill the name of the company to which the right of condemnation 
is given ? 

Mr. Hamilton. I should think so, of course. I do not think it 
would be very wise legislation to attempt to proceed along that 
line when they have the plain certain right of condemnation, and 
the right of creating another corporation, and transferring the 
property toi another corporation. I do not see what would be the 
object. 

The Chairman. The pi-operty of either railway company could 
jiot be transferred to the other railway unless the railway company 
to which the property is transferred would accept. 

Mr. Hamilton. You could not transfer it unless it were con- 
demned. 

The Chairman. However, if Congress condemned it, it could not 
transfer it to the other company unless the other company was 
willing. 

Mr. Hamilton. No, sir. 

The Chairman. Therefore, the only remedy in your opinion that 
appears just now is to give to the one company the right to condemn 
the other? 

Mr. Hamilton. Well, I do not think that either of those condi- 
tions would be useful or beneficial. I think that the conditions here 
are not such as would lead Congress to use or to exercise the right 
of eminent domain. 

The Chairman. The Capital Traction Co. would not want to 
condemn the Washington Railway & Electric Co. because it is not 
prosperous. 

Mr. Hamilton. Well, I do not think that the Capital Traction 
Co. would want to condemn the Washington Railway & Electric 
Co. for very many reasons 

The Chairman (interposing). The principal one is that it is not 
a financial success? 

Mr. Hamilton. I see no reason why the Washington Railway & 
Electric Co., under proper direction and proper aid from Congress, 
should not be a successful corporation. 

Mr. Johnson. But, the Washington Railway & Electric Co. might 
want to condemn the Capital Traction Co. because it is so success- 
ful. That is just the reverse of those two propositions. So then 
if Congress were to make that provision they should make a pro- 
vision that the Capital Traction Co. should condemn the Washing- 
ton Railway & Electric Co. 

Mr. HamiIton, In the condemnation proceedings, you must pro- 
vide just compensation and full compensation may — I do not know 
that the Washington Railway & Electric Co. would want to, or 
could, get the money to pay the cash for the value of the Capital 
Traction Co. 
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Mr. Johnson. That would be within the province of Congress to 
undertake to provide that money. If Congress were to pass the 
bill authorizing the Washington Railway and Electric Co. to con- 
demn the Capital Traction Co., in your judgment it might do so, 
if it could get the money to pay the real value of the Capital Trac- 
tion Co. 

Mr. Hamilton. The instrument of condenmation must carry with 
it the ability to pay, a provision for the payment of cash. 

Mr. Johnson. That is, they must get the money before they are 
going to take the property? 

Mr. Hamilton. But that must be simultaneous. You can not 
postpone it. 

Mr. Johnson. If they were given the right to condemn, if the 
Washington Railway & Electric Co. were given the right to con- 
denm the Capital Traction Co., and raise the money and then to 
take over the property through the proper channels, to condemn the 
property, in your opinion they could do so? 

Mr. Hamilton. I think that the Congress has the right to author- 
ize either road unless the duties are confusing, or unless thev are 
detrimental to the community in the attempt to exercise it, but I 
think Congress has the power to order condemnation proceedings, 
to place tlie power of condemnation proceedings in any corporation 
organized or to be organized. 

Mr. Johnson. Either in a new corporation, or in either of the 

existing ones? 

Mr. Hamilton. Yes, sir; provided that the constitutional provi- 
sion was complied with. 

Mr. Johnson. So they can condemn the property provided it were 

jjaid for? 

Mr. Hamilton. Yes, sir; that is my opinion. 

Mr. Johnson. Good will and all included? 

Mr. Hamilton. Good will and all included. 

The Chairman. That would be then, that Congress could create 
a new corporation and authorize condemnation of both companies? 

Mr. Hamilton. Yes, sir; provided they were given the protection 
of just compensation. You could create a new corporation. You 
can do that, but I do not know that the Government has ever been 
remarkably siiccessf ul in its operations along that line ; but you can 
do that under the law. 

Mr. Johnson. Mr. Hamilton, I deflected you from what you were 
about to say. Mr. Woods has invited my attention to it. , When I 
interrupted you you were about to say that the Washington Rail- 
way & Electric Co. could be put on its feet financially. Do you 
care to say just how that should be done? 

Mr. Hamilton. Well, that carries me, Mr. Johnson, into a field 
that I enter very reluctantly. 

Mr. Johnson. Well, I understood when I interrupted you 

Mr! IIamilton (interposing). I have never thought that the con- 
<liUonH of the Washington Railway & Electric Co. were such as to 
U* more than requiring some immediate need. They have excellent 
t)ro\M*iiht» and I think that if the scheme of intended operation and 
of iU(t i/i utual help and dependency that was certainly regarded as 
n fa^rtor in the permission by Congress for the organization of the 
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Washington Railway & Electric Co. had been carried out in its 
fullness, I think that they would not be in the predicament that 
they now are. I think that it was intended by the incorporation 
of the Wfiishington Railway & Electric Co., and the permission given 
by the Government to that company to own absolutely the stock 
of the power plant, that it was in the mind of Congress that they 
should be considered, so far as public concern and as the operations 
of the Washington Railway & Electric Co. were concerned, it was 
made up and allowed for the purpose of the stronger factors to 
give help and aid to the weaker factors of that combination and I 
think that that is clearly the intent. 

If you will read the discussions of the committee I think you will find 
it was the apparent intent. Consider the conditions that existed at 
that time. Here were a number of small roads with one or two 
roads strong and able; the others, because of their location, were 
weak ; but they were just as important in the development and in the 
life of the city as the stronger ones and probably more important, 
because of the fact that it gave car privileges to the working people 
and the people who had of necessity to reside in the suburbs. I 
think that it was the intent that the combination as made and per- 
mitted under that statute should be broadly and liberally construed 
for the upbuilding of the entire system and that it was the intent 
of Confess that the load of the outlying roads should be borne by 
the abilities of the strong ones. I think that was what was intendedf. 
I think that the relations that Congress itself established between the 
then very inferior lighting plant and the stronger railroads, con- 
sidering at that time the Metropolitan Railroad, and the Columbia 
Railroad, and one or two other prosperous roads of the system which 
were individually strong and healthy in every way, I think it was 
the intent that the combination should help all, and thereby help the 
public, not only in the then present, but in future development. 
I think that the obligation of the street railway was an obligation 
on the part of the electric company — ^the lighting company — ^that it 
carried out the ability to distribute the light to the .various sections 
unbuilt up of the city and the surrounding sections in Maryland. 
And I thmk that when you look at the situation that you can not 
by geographical lines determine things, but you have got to look . 

into what really were the facts here, in Maryland, and in the out- 
lying districts where our people reside, who are just as much citi- 
zens of the District as those who live in the District ; their work and 
their interests are all in the District. 

Now, this arrangement attempted to care for those people. It was 
a combination, namely, combining the two systems^ and they have 
since gone hand in hand. In 1890, when the lighting power plant 
was taken, it was an almost insignificant thing, and that under the 
direction of the Washington Railway and Electric Co. it has grown 
marvelously. It has developed, as you have heard from Mr. Ham, 
from a few thousand kilowatts— what was it, Mr. Ham; how many 
kilowatts was it then? 

Mr. Ham. Twelve thousand kilowatts. It is now 87,000 kilowatts. 

Mr. Hamilton. It has grown from 12,000 kilowatts to 87,000 kilo- 
watts. It has been a prosperous concern, and I think that that very 
fact deserves encouragement, and I think it deserves note. All of 
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those obligations have been under the direction of the Washington 
Railway & Electric Co., and it has been under the domination and 
supervision of the Washington Railway & Electric Co., that was 
permitted by Congress to own the stock of that company. 

The Chairman. Do I understand you to say, Mr. Hamilton, that 
at the time of the consolidation of these companies into the Washing- 
ton Railway & Electric Co. all of the companies were prosperous ? 

Mr. Hamilton. No, sir; just the contrary. I said that some of 
the companies were prosperous, and that some were exceedingly un- 
prosperous. That was largely due to the location. . You have heard 
here the description of these lines that run out to Rockville, Md., and 
into this place and that place. They go through sparsely settled 
countiy. They have never been money producers. Very few of 
them, I expect, have been self-supporting, and it does not take very 
positive looking into things to see how that is perfectly natural. It 
has not been due to the lack of anything except the lack of traflSc. 
It was thought at the time, no doubt, that these lines were incorpo- 
rated that there would be a greater growth in Washington, especiallj^ 
in the suburbs. There was a tendency that way, and I expect there 
were a great many of these roads constructed with the idea of getting 
future advantage rather than of making present money; and while 
they were no doubt incorporated for pront, with no thought of exist- 
ing profit but of profit to come in the future. They were serviceable, 
but they were not strong, and there has been no contention, and I do 
not think could be any contention, that they were strong. If they 
were strong, then the condition is a different one from what we all 
think it and from what we have understood it to be from the begin- 
ning. Some were strong and some were weak. 

Mr. Johnson. Two roads at that time were strong? 

Mr. Hamilton. Yes, sir; there may have been one of the others 
that was comparatively strong, but two were notably. 

Mr. Woods. I want to ask you a question that I presume I should 
ask the other side. Was it not the burden of the Washington Rail- 
way & Electric Co. after the consolidation of these various lines with 
the two or more stronger roads into the Washington Railway & Elec- 
tric Co. — did they not only carry the weaker roads but help to carry 
the power company ? 

Mr. Hamilton. I could not answer that question, because I am 
not familiar with the facts. That has been my impression. 

Mr. Woods. They did to the extent of lending credit ? 

Mr. Hamilton. They did and they had to carry — I do not know, 
but I know this much, that they must have carried these roads that 
could not carry themselves. Now, I think that thought is true about 
the power plant. I think this, that if there had been individual de- 
velopment of the power plant, I think that conditions might be very 
different to-day. I think that we might have a much more limited 
power plant than we have because the power plant was taken up as 
part of the railroad development and was tied to it by congressional 
consent, and I think that the credit that was behind the power plant, 
the ability to raise money because it was a great big corporation, all 
aided vastly to the rapid improvement and development of that 
power, plant. 

Mr. Johnson. There is another question that I want to ask you. 
Do you see any difference between tne power plant helping to carry 
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the burden of the Washington Railway & Electric Co. at present and 
the conditions existing at the time of the incorporation of these two 
strong street railway companies helping to carry the electric com- 
pany? 

Mr. Hamilton. I can not. The only think is that they were more 
identical and that the two railroads were performing similar service ; 
bat the question will be brought to your attention, no doubt, and has 
come to your attention, and that is that it. is a rule that you must 
not make the users of one commodity support or carry the users, or 
what is being used for the benefit of the consumers of ano'ther com- 
modity, but that rule isn't a hard and a fast one. That rule has been 
equitably considered. In rate-making cases on the steam railroads 
it has been equitably considered. It has been equitably considered by 
the commission in the regulation of the affairs where the power and 
heat and water companies were combined. It has likewise been 
equitably considered, I think, by the Senate and the House in the 
Congress of the United States when the right of the Washington 
Kailway & Electric Co. to combine these different elements, including 
the power plant that at that time was almost depleted and not fulfill- 
ing the needs, even the then needs of the city. 

Mr. Johnson. Before you get too far away from the proposition 
you just enunciated, under the present rate arrangement are not 
those who use the Capital Traction Railroad Co. compelled to support 
and help support the Washington Railway & Electric Co. ? Haven't 
we got a clear, clean-cut case there ? 

Mr. Hamilton. We have that kind of a case being considered by 
this bill 

Mr. Johnson (interposing). Haven't we got that kind of a case 
which has been made by the Public Utilities Commission increasing 
the fare to 7 cents? 

Mr. Hamilton. Yes. 

Mr. Johnson. The Capital Traction Co. did not need it, and the 
Washington Railway & Electric Co. did need it, but they gave it to 
both? 

Mr. Hamilton. Yes, sir. 

Mr. Johnson. Therefore, then, those who ride upon the Capital 
Traction Co. lines in a measure at least to the extent of the fare raise, 
contribute directly to the support of the Washington Railway & 
Electric Co.? 

Mr. Hamilton. Yes. and if the prior rate gave a fair full return 
to the Capital Traction Co. it is an injustice to the public that they 
should pay the excess to the Capital Traction Co. 

Mr. Johnson. How is that? 

Mr. Hamilton. I say that if the prior rate provided full compen- 
sation, a fair rate to the Capital Traction Co., that if there is any- 
thing in excess of that it is unfair that the riders of the Capital 
Traction Co.'s cars be made to pay that further fare. It is not a fair 
proposition. 

The Chairman. What is your solution? 

Mr. Hamilton. Well, I have no solution. I have some suggestions, 
but I have no solutions, but* I desire to continue what I was saying 
that I think, if you will take the history of these two companies — 
before I get away from that — I think — and probably I have no right 



290 REGULATION OF PUBLIC UTILITIES IK DISTRICT OF COLUMBIA. 

to say or to enter upon a discussion of the concerns of the Wash- 
ington Railway & Electric Co., and if I go too far, Mr. Ham, will call 
me down. 

Mr. Ham. Go as far as you like, Mr. Hamilton. 

Mr. Hamilton. Then I say this, that we have a condition here 
that takes it out of the ordinary rule that applies and prohibits the 
users of one commodity supporting that of another because they are 
not separable entirely, and Congress made them, joined them, and in 
the past -the electric lighting company has largely benefited from 
being coupled up with the railroad proposition. The railroad propo- 
sition is largely benefited from the coupling up with the lighting 
proposition, out they were intended to be, to come under the man- 
agement of one organization, and to work so created, the organiza- 
tion was created for the very purpose of making a strong combination 
that would tend to the good and the development and to the con- 
venience of the public, and you can not, therefore, separate them 
into distinct classes of users of the electric railroads, and users of 
the lighting company. They have gone along uninterrupted, and 
uninterrupted by the express direction of Congress. 

It does not make any difference whether the Washington Rail- 
way & Electric Co. is a part, or a separate concern, it is a factor, it 
is a legal establishment, a combination that Congress permitted and 
it does seem to me that there are two things there that ought to be 
thought of. The first is that because of this condition Washington 
has to-daj what it would not have had in all human probability if 
the combination had not been made. They have an excellent light- 
ing system. Now, gentlemen, go back to 1890 and look at what 
could be shown as to the conditions at that time as to the lighting 
facilities here in Washington. If that had been left alone severed 
from the strong railroad company and allowed to go on as a separate 
development, do you think that the lighting system would be as 
efficient; do you think that it would be as complete and as servicable 
to the citizens of Washington as it is to-day, because of the combina- 
tion that was made? Don't you think that the railroad part of this 
combination has given by reason of its direction and good manage- 
ment and by underwriting the securities of the electric company has 
built up a strong and an efficient agency for public development, 
and to meet public needs, don't you think that they are entitled to 
consideration ? 

Now, leaving aside many other things, we know that we have from 
the combination here, that the electrical department of this com- 
bination has been making money and that it had a perfect right to 
apply its profits in any way it chose, because the stock was all owned 
by the Washington Kailway & Electric Co., and when dividends 
were declared they came into a common pot, if I may use that ex- 
pression, but there it was. Is not the railroad entitled to something 
in the way of a reward for the efficiency and good management of 
this electric company? 

I do not see under the acts of Congress, under the combination 
that was made legally, I can not see why there should not be a com- 
plete ownership and why the extra earnings if there are extra earn- 
ings which can be considered and measured as extra earnings of the 
electric-lighting company should not go for the benefit of the rail- 
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road company. An equitable condition must be applied and there 
never was a need, gentlemen, there never was a greater need for an 
equitable direction of the utilities than is needed to-day in l^'ashing 
ton. You all know conditions with regard to electrical utilities every- 
where. You all know that the service in the city of Washington will 
measure favorably with that of any other place. You all have heard 
here from the commission itself that the i^ailroads of Washington, 
the Capital Traction Co. and the Washington Eailway & Electric 
Co. are to-day giving good service ; that they have done that during 
a time when the stress was the greatest upon the community; that 
they have striven in everj' way to meet these enormous demands that 
were made hj the war and the centering here of governmental ac- 
tivities. Should not that in the mind of the regulators, in the minds 
of Congress, create the thought that under the conditions these agen- 
cies of the public that are giving benefits to the public should be 
encouraged and treated liberally and that the strict application of 
the law even should be modified by the more helpful rules and equi- 
table treatment. The whole situation is one that appeals to the sense 
of justice, to the sense of liberality, to the sense of fairness, of broad- 
minded regulation, and not a regulation of a hampering kind to hold 
you down to the last limit of the law. 

If these companies now, doing all that they can to serve the public, 
are dealt liberally with, conditions will come here that have come 
to othei' cities ; this city, the capital of the Nation can by illiberal di- 
rection, hj an illiberal policy throw the whole industry out of joint, 
and the public will suffer. 

Now, look at it. It seems to me, and I am not a statistician and I 
do not go verj' much into figures, but I can look a little way into 
things. Look at the regulation of the commission in 1917. They re- 
duced the cost of light from 10 to 8 per cent. If this company was 
entitled to an 8 per cent rate in 1917, don't you think they are en- 
titled to a 10 per cent rate at this time ? Look at the increased cost, 
the advance in everything, and labor condition. It would be the nat- 
ural thing to allow something over and aboye the rate they were 
then getting, instead of taking from them the 10 per cent that had 
been authorized by Congress and putting them down to 8 per cent. 

Mr. Ham. You mean 10 cents instead of 8 cents; do you not? 

Mr. Hamilton. I mean 10 cents, and 8 cents. Isn't it right, that 
now under present-day conditions, those conditions should enter into 
consideration and they should be allowed a 10-cent rate? And, does 
the fact that because you allow that, that something they get is going 
into the railroad company's pockets, to the benefit of the street rail- 
road company which is bound hand and foot to this corporation, to 
this electric-lighting company, and so bouiid by Congress, is there 
any reason why that should not be allowed? If you want to avoid 
disruption, if you want to help, if you want to encourage where en- 
couragement should be given, it seems to me that there is a way that 
might be pointed out. 

Mr. Johnson. May I ask another question? There seems an 
opinion in Washington and in the committee that it would be a 
wise thing for these two roads to consolidate. Now, in the event 
that the Washington Railway & Electric Co. is allowed to first con- 
solidate with the power company and the power company is allowed 
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e corporation accepted and operated under it, that was a contract 
wiween those two, but the terms of the contract were not entirely 
bv ^ ^? making of those two pai-ties. The legislature of the State, 
vL^T^ J^^ ^^® charter, fixed the terms of the trade or contract 
between those pailies. 

Con^^' ^^ ^^^ ^^^ ^^^"^ ^^ ^^^^^ ^^^^^ *^^ parties to the contract, the 
spe^^^^' speaking for the United States, and the corporation itself, 
the CO ^^. itself. We have no third party making the terms of 
two n'^rl*^^*' ^ ^^ ^®' strictly speaking, as I see it, a contract between 
of tlSjm ^^^ without a third party making any part of it for either 

Xow ' 
the act' ^P^P^^vision of that contract, which has been executed by 

a^^cept* y^ii^ress submitting the contract and by the corporation 

betwee^^Vi^^^ terms, and whicli is, therefore, a complete contract 

as I s ^y^^ two higl| contracting parties without the intervention, 

one of^tv.' ^^ ^^^ third party, one provision of that contract is that 

time ^^1f contracting parties may terminate that contract at any 

of it ^^H other party to that contract has accepted the provisions 

jt XI ^^^11 fiill knowledge of that being in the contract. Therefore, 

W ^ {^^iitract should be terminated by Congress, as it is stipulated 

; a^? ^^^® *^® ^ig^t to do at any time, would it be compelled to 

pdv ror more than the physical proj^erty ? 

"* ^\ ' ^^ ^^^^ ^^^ another instance ; an instance which, perhaps. 
lv»^f • P^^'^11^1 01" exactly like it. No case has been presented yet 
tnat IS exactly on all fours with this. A man by the name of Ather- 
ton, down in Kentucky, built a distillery, and year after year it 
^T"^ ,?^^^^'g®d until they got to making some 12,000 or 13,000 gallons 
JL^^'hisky a day. They were about two miles off from the railroad, 
ihey conceived the idea, to avoid the haul, to build a railroad track 
from the Louisville & Nashville Railroad station to the town of 
Atherton, which was a little town which had built up around the dis- 
tillery, in order to build this little railroad track they had to cross 
the lands of a man by the name of Dawson. They made a trade 
with Dawson that they were to give him $100 a year, and he was 
to let them build a track across his farm. Dawson reserved the 
light to terminate that arrangement at any time. It went along 
and stajred there for years, until finally Dawson conceived the idea 
of exercising his option of terminating the contract, and they were 
just about to get into litigation over it when prohibition came along 
and closed and dismantled the distillery and did away with the 
necessity for the railroad track. 

Now, is that a case that is parallel with this case? 
Mr. Hamilton. No. 
Mr. Johnson. What is the difference ? 

Mr. Hamilton. One is a contract between private parties, which 
iH entirely a matter to be referred to and treated by the law of the 
land, the common law. I have my rights and my remedies against 
you for any breach of contract in the courts. It is not a legislative 
matter, and the legislatui*e has nothing whatever to do with it, and 
the provision of the Constitution does not apply to contracts between 
men unless they are acting under governmental authority or the 
authority of the State. But if I make any sort of contract with you 
and terminate it lawfully and you think you have been damaged, you 
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have a right to test that question out in court, but there is no rule of 
law to compel you, because of a constitutional provision between the 
words of this constitution. You can not invoke that. Your reme- 
dies are those that are to be determined by the courts. You do not 
come under the constitutional provision that private property can 
not be taken for public use without just compensation. 

Mr. Johnson. Then, it is your contention that corporations, which 
are but fictitious persons, have larger rights than real persons may 
have? 

Mr. Hamilton; By no means. It is not that, Mr. Johnson. My 
contention is that a corporation, when it is incorporated, gets the 
life, simply, that an individual does, but if particular duties are 
imposed upon it, if particular powers in the way of contracting are 
imposed upon it by the legislature, that brings about a very different 
condition than the condition between individuals. 

Mr. Johnson. Yes; but I am endeavoring to separate the cases to 
which you have referred from the local idea. Here we have but the 
two contracting parties 

Mr. Hamilton (interposing). Now, let me get into that matter. 
I do not want to cut you off on a question 

Mr. Johnson (interposing). I am not arguing with you at all; 
I am only seeking light. I have an open mind on this subject. 

Mr. Hamilton. I want to you give my understanding of that. In 
the first place, the sovereignty is the same. It does not make any 
difference whether the State appoints an agent to do its work, to 
give its privileges, or to protect itself 

Mr. Johnson (interposing). In this case here the Constitution 
provides that Congress stall have exclusive right of legislation for 
the District of Columbia, and there we may get into the broad ques- 
tion of a delegated authority. 

Mr. Hamilton. No; but in the States I am talking about — ^you 
say that in the New York case, for instance, that because the mu- 
nicipality authorized by the State to do this thing, did it; that it 
brought into the sum a different quantity. 

Mr. Johnson. Now, pardon me. Just let me get you clearly right 
there. 

Mr. Hamilton. Yes, sir. 

Mr. Johnson. The Legislature of the State of New York, if I see 
it rightly, did not authorize the city of New York to do certain 
things, but it authorized both the city of New York and the cor- 
poration to do certain things. 

Mr. Hamilton. That makes it all the stronger in support of my 
contention, because there was a direct question. 

Mr. Johnson. It weakens it, according to my view of it, and 
that is what I want you to get strong on. 

Mr. Hamilton. Hjow weakens it? 

Mr. Johnson. That a third party, the State, laid down the terms 
upon which the two contracting parties must contract, and it fixed 
the limitations within which they must contract. Now, here there 
are no limitations in which either of these parties, either the Gov- 
ernment or the local street railway company, must contract, because 
they are trading strictly one with the other, without any limitations 
imposed excepts- 
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to charge a maximum of 10 cents, would that open the door of a pos- 
sible consolidation of the two railroads 'i 

Mr. Hamilton. It would have a tendency that way. I will come 
to my ideas about the value of consolidation later on, because I have 
not reached that point. But I think everything that brings these 
roads into a condition of prosperity brings nearer a consolidation^ 
because that business sense of prudence, looking at it entirely from a 
selfish standpoint and not yet from the public standpoint, would 
determine that it would be more economical, that it would be a better 
proposition from the railroad standpoint to have a unified system in 
the city rather than a competing one. 

That is simply in answer to this question. How such a consolida- 
tion can be brought about and what should enter into that consolida- 
tion I think should be treated very carefully. But I do think every- 
thing that tends to strengthen business and to bring about pros- 
perity in this state of affairs tends to the consolidation of the rail- 
road properties. The tendency is that way because there are econo- 
mies in it. . 

Now, there is one other phase of' this case I want to say just a very 
little on. 

The Chairman. The committee is very anxioui^ to get your views 
as to this matter, Mr, Hamilton. We have assumed from your state- 
ment that you do not approve of the commissioner's bill. 

Mr. Hamilton. Well, I have something to say about that bill. 

The Chairman. I understood you to say in answer to a question 
by Mr. Johnson, that you thought that the public riding on the Capi- 
tar Traction Co. was now paying more than it ought to pay. What are 
your suggestions for a remedy as to that situation ? 

Mr. Hamilton. My suggestion, my first suggestion would be that 
you allow a complete consolidation between the Washington Rail- 
way & Electric Co. and its lighting plant with a 10-cent instead of 
an 8-cent charge. I think that that offers a present solution. In 
talking about other solutions and other legcislation which may later 
on give relief, you are postponing that which you have heard from 
the president of the other road is not a future condition but a present 
condition. It is not for future relief he is asking, but for present 
relief. 

The Chairman. Do you have any other suggestions you would 
like to make? 

Mr. Hamilton. Well, I think this, that 

Mr. Johnson (interposing). Before we get away from that, the 
Capital Traction Co. owns its street cars and also its power plant 
and its track, does it not? 

Mr. Hamilton. Yes, sir. 

Mr. Johnson. And the Washington Railway & Electric Co. owns 
its street cars and it street car tracks, but strictly speaking it has no 
power plant? 

Mr. Hamilton. It has none, except the absolute ownership of the 
stock in the power plant. 

Mr. Johnson. But it does not own the property? 

Mr. Hamilton. No, sir. 

Mr. Johnson. And, therefore, the Capital Traction Co. owns iti? 
tracks and a train of cars with a locomotive, strictly speaking, and 
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Now, just bear that in mind if you please. When they pass the 
law revoking the charter, that act directed to a railroad company 
stops instantaneously the legal right to turn a wheel. Now, that 
much is withdrawn. But every right, and there are many, that 
is included in and given to a being that is so created, the right to 
contract, the right to obligate itself, the right to obligate its charter, 
is not destroyed, except that the right of vitality, the right to go 
on, to turn its wheels, is stopped, but its other rights remain just 
as they are. 

Now, Mr. Johnson, in the law under which the Capital Traction 
Co. was created it is provided 

Mr. Johnson (interposing). I have not read it. 

Mr. Hamilton. Now, I want to read it to you. I read it to the 
committee on the first day and asked them to pay particular atten- 
tion to the wording of that act. 

The act of Congress approved March 3, 1891, which was the act 
giving to the Eock Creek Railway Co. the bald right to purchase 
lines connecting and intersecting, you understand — ^that was the 
power that was given in this act — did not go far enough to provide 
the method of paying for the purchase, you understand, and a sub- 
sequent act, which I will call your attention to, an amendement, was 
passed a little later on making up the lack of power and of direction 
that was omitted from this amendment that I will read. Now, I 
want to call your attention to the wording of that act. After pro- 
viding for the purchase or lease of these lines, it says : 

And to have respecting such connecting lines the same power and privileges 
that it now has or hereafter may have respecting its own line of railroad and 
not inconsistent with the laws, etc. 

And further: 

That the said Rock Creek Railway Co. of the District of Columbia shall be, 
and it hereby is, authorized and empowered to issue its bonds to aid in paying 
for the construction and equipment of its railroad and the purchase and lease, 
construction, and equipment of any and all future acquisitions and extensions 
as hereinbefore are, or that may hereafter be, provided for and to secure the 
said bonds by mortgage or deed of trust on its right of way, and all its prop- 
erty of whatever kind soever, whether real, personal, or mixed, including its 
franchise as a corporation, etc. 

Mr. Johnson. Will you let me see that ? I do not see, Mr. Hamilton, 
that the language that you have just read from the act of Congress 
really touches the subject of having one of the contracting parties; 
that is, those for whom Congress acts, pay for any franchise on the 
cancellation of the contract. 

Mr. Hamilton. Before I answer that question I want to say sim- 
ply this, that by this amendment of 1891, which I have read to you, 
they fixed the terms upon which a purchase could be made, but did 
not authorize the purchase. I intended to read the authority con- 
tained in the act of March 1, 1895. Now, I may not have grasped 
the full significance of what you are inquiring about, but we are 
dealing, as you see, under conditions that may be different from some 
of the conditions that you have referred to as existing in other cases, 
the intervention of a third party, and you think, as it appears to 
me from your question, that it being 

Mr. Johnson (interposing). I am inquiring whether it does or not. 

Mr. Hamilton. Well, you are inquiring whether a direct act be- 
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the corporation accepted and operated under it, that was a contract 
between those two, but the terms of the contract were not entirely 
within the making of those two pai-ties. The legislature of the State, 
by granting the charter, fixed the terms of the trade or contract 
between those pailies. 

Xow, in this case here we have but two parties to the contract, the 
Congress, speaking for the United States, and the corporation itself, 
speaking for itself. We haA'e no third party making the terms of 
the contract, so it is, strictly speaking, as I see it, a contract between 
two parties without a third party making any part of it for either 
of them. 

Now, one provision of that contract, which has been executed by 
the act of Congress submitting the contract and by the corporation 
accepting its terms, and which is, therefore, a complete contract 
between the two high contracting parties without the intervention, 
as I said, of any third party, one provision of that contract is that 
one of those contracting parties may terminate that contract at any 
time, and the other party to that contract has accepted the provisions 
of it with full knowledge of that being in the contract. Therefore, 
if the contract should be terminated by Congrcvss, as it is stipulated 
it might have the right to do at any time, would it be compelled to 
pay ror more than the physical property ? 

Now, let me cite you another instance ; an instance which, perhups, 
may be parallel or exactly like it. No case has been presented yet 
that is exactly on all fours with this. A man by the name of Ather- 
ton, down in Kentucky, built a distillery, and year after year it 
was enlarged until they got to making some 12,000 or 13,000 gallons 
of whisky a day. They were about two miles oflF from the railroad. 
They conceived the idea, to avoid the haul, to build a railroad track 
from the Louisville & Nashville Railroad station to the town of 
Atherton, which was a little town which had built up around the dis- 
tillery. In order to build this little railroad track they had to cross 
the lands of a man by the name of Dawson. They made a trade 
with Dawson that they were to give him $100 a year, and he was 
to let them build a track across his farm. Dawson reserved the 
right to terminate that arrangement at any time. It went alon^ 
and stayed there for years, until finally Dawson conceived the idea 
of exercising his option of terminating the contract, and they were 
just about to get into litigation over it when prohibition came along 
and closed and dismantled the distillery and did away with the 
necessity for the railroad track. 

Now, is that a case that is parallel with this case? 

Mr. Hamilton. No. 

Mr. Johnson. What is the difference ? 

Mr. Hamilton. One is a contract between private parties, which 
is entirely a matter to be referred to and treated by the law of the 
land, the common law. I have my rights and my remedies against 
you for any breach of contract in the courts. It is not a legislative 
matter, and the legislature has nothing whatever to do with it, and 
the provision of the Constitution does not apply to contracts between 
men unless they are acting under governmental authority or tlie 
authority of the State. But if I make any sort of contract with you 
and terminate it lawfully and you think you have been damaged, you 
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have a right to test that question out in court, but there is no rule of 
law to compel you, because of a constitutional provision between the 
words of this constitution. You can not invoke that. Your reme- 
dies are those that are to be determined by the courts. You do not 
come under the constitutional provision that private property can 
not be taken for public use without just compensation. 

Mr. Johnson. Then, it is your contention that corporations, which 
are but fictitious persons, have larger rights than real persons may 
have? 

Mr. Hamilton; By no means. It is not that, Mr. Johnson. My 
contention is that a corporation, when it is incorporated, gets the 
life, simply, that an individual does, but if particular duties are 
imposed upon it, if particular powers in the way of contracting are 
imposed upon it by the legislature, that brings about a very different 
condition than the condition between individuals. 

Mr. Johnson. Yes; but I am endeavoring to separate the cases to 
which you have referred from the local idea. Here we have but the 
two contracting parties 

Mr. Hamilton (interposing). Now, let me get into that matter. 
I do not want to cut you off on a question 

Mr. Johnson (interposing). I am not arguing with you at all; 
I am only seeking light. I have an open mind on this subject. 

Mr. Hamilton. I want to you give my understanding of that. In 
the first place, the sovereignty is the same. It does not make any 
difference whether the State appoints an agent to do its work, to 
give its privileges, or to protect itself 

Mr. Johnson (interposing). In this case here the Constitution 
provides that Congress stall have exclusive right of legislation for 
the District of Columbia, and there we may get into the broad ques- 
tion of a delegated authority. 

Mr. Hamilton. No; but in the States I am talking about — ^you 
say that in the New York case, for instance, that because the mu- 
nicipality authorized by the State to do this thing, did it; that it 
brought into the sum a different quantity. 

Mr. Johnson. Now, pardon me. Just let me get you clearly right 
there. 

Mr. Hamilton. Yes, sir. 

Mr. Johnson. The Legislature of the State of New York, if I see 
it rightly, did not authorize the city of New York to do certain 
things, but it authorized both the city of New York and the cor- 
poration to do certain things. 

Mr. Hamilton. That makes it all the stronger in support of my 
contention, because there was a direct question. 

Mr. Johnson. It weakens it, according to my view of it, and 
that is what I want you to get strong on. 

Mr. Hamilton. How weakens it? 

Mr. Johnson. That a third party, the State, laid down the terms 
upon which the two contracting parties must contract, and it fixed 
the limitations within which they must contract. Now, here there 
are no limitations in which either of these parties, either the Gov- 
ernment or the local street railway company, must contract, because 
they are trading strictly one with the other, without any limitations 
imposed except 
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Mr. Hamilton (interposing). How do you treat a municipality 
which derives all of its authority from either the le^slature or the 
constitution of the State? 

Mr. Johnson. In this case the municipality does not come in at all. 

Mr. Hamilton. In Washington? 

Mr. Johnson. The municipality of the District of Columbia is 
not dealt with in this transaction at all. 

Mr. Hamilton. Absolutely, and if it was, it would be simply the 
agent of the United States. 

Mr. Johnson. The United States deals directly with this corpora- 
tion. 

Mr. Hamilton. Absolutely. I do not controvert that at all, and 
unless I am right, Mr. Johnson, in the proposition that I advanced 
the first day and argued to the best^ of my knowledge and ability, 
that under the rulings of the Supreme Court the people of this Dis- 
trict have the same protection from Congress 

Mr. Johnson (interposing). There is no question about it. 

Mr. Hamilton. But when it comes down to the essence of things, 
we are dealing here not with the thing that might be injected into 
any particular case by reason of a delegated authority and the com- 
ing in of a part delegated and part direct authority, that has not 
qualified or disqualified the position that I have taken, it seems to 
me, because it is one that goes much deeper than the parties; it is 
one that attaches ta a relation that is created and may be created 
between the State and the citizens just as well acting directly as act- 
ing in part directly and in part through any agency or subpower 
that is created by the constitution of that State. 

Mr. Johnson. Maybe I can make myself a little bit clearer. The 
question upon which I have formed no opinion, but upon which I 
am seeking information upon which to form an opinion, succinctly 
stated, is this: F'or and in consideration of the taxes paid and to be 
paid, the Government has granted this privilege to the street-car 
company. 

Mr. Hamilton. No; I disagree with you there. 

Mr. Johnson. Well, that is my theory. Let me continue my 
theory. That for and in consideration of the taxes paid and to be 
paid and the public service to be rendered 

Mr. Hamilton (interposing). Oh, yes. 

Mr. Johnson (continuing). The Congress has gi-anted the rail- 
road company a certain privilege. 

Mr. Hamilton. Yes, sir. 

Mr. Johnson. Xow, then, it being written in the contract between 
the two parties that Congress shall have the right to annul that con- 
tract at any time it saw fit to do so, when Congress ceases to collect 
that tax and ceases to require the rendering of the public service, has 
it not the right to take back its franchise without paying for it I 

Mr. Hamilton. It has not the right 

Mr. Johnson (interposing). Now, there is where 

Mr. Hamilton (interposing). Hold on. 

Mr. Johnson. I say, that is where I am stumbling, 

Mr. Hamilton. It- has a right to withdraw the power to live, the 
power of being. It has the right to say " That this corporation 
which I have created is terminated for the purpose of future action.*' 
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Now, just bear that in mind if you please. When they pass the 
law revoking the charter, that act directed to a railroad company 
stops instantaneously the legal right to turn a wheel. Now, that 
much is withdrawn. But every right, and there are many, that 
is included in and given to a being that is so created, the right to 
contract, the right to obligate itseli^the right to obligate its charter, 
is not destroyed, except that the right of vitality, the right to go 
on, to turn its wheels, is stopped, but its other rights remain just 
as they are. 

Now, Mr. Johnson, in the law under which the Capital Traction 
Co. was created it is provided 

Mr. Johnson (interposing). I have not read it. 

Mr. Hamilton. Now, I want to read it to you. I read it to the 
committee on the first day and asked them to pay particular atten- 
tion to the wording of that act. 

The act of Congress approved March 3, 1891, which was the act 
giving to the Rock Creek Railway Co. the bald right to purchase 
lines connecting and intersecting, you understand — ^that was the 
power that was given in this act — did not go far enough to provide 
the method of paying for the purchase, you understand, and a sub- 
sequent act, which I will call your attention to, an amendement, was 
passed a little later on making up the lack of power and of direction 
that was omitted from this amendment that I will read. Now, I 
want to call your attention to the wording of that act. After pro- 
viding for the purchase or lease of these lines, it says : 

And to have respecting such connecting lines the same power and privileges 
that it now has or hereafter may have respecting its own line of railroad and 
not inconsistent with the laws, etc. 

And further: 

That the said Roclc Creek Railway Co. of the District of Columbia shall be, 
and it hereby is, authorized and empowered to issue its bonds to aid in paying 
for the construction and equipment of its railroad and the purchase and lease, 
construction, and equipment of any and all future acquisitions and extensions 
as hereinbefore are, or that may hereafter be, provided for and to secure the 
said bonds by mortgage or deed of trust on its right of way, and all its prop- 
erty of whatever kind soever, whether real, personal, or mixed, including its 
franchise as a corporation, etc. 

Mr. Johnson. Will you let me see that ? I do not see, Mr. Hamilton, 
that the language that you have just read from the act of Congress 
really touches the subject of having one of the contracting parties; 
that is, those for whom Congress acts, pay for any franchise on the 
cancellation of the contract. 

Mr. Hamilton. Before I answer that question I want to say sim- 
ply this, that by this amendment of 1891, which I have read to you, 
they fixed the terms upon which a purchase could be made, but did 
not authorize the purchase. I intended to read the authority con- 
tained in the act of March 1, 1895. Now, I may not have grasped 
the full significance of what you are inquiring about, but we are 
dealing, as you see, under conditions that may be different from some 
of the conditions that you have referred to as existing in other cases, 
the intervention of a third party, and you think, as it appears to 
me from your question, that it being 

Mr. Johnson (interposing). I am inquiring whether it does or not. 

Mr. Hamilton. Well, you are inquiring whether a direct act be- 
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tween the sovereignty and the subject, without the intervention of 
an intermediate party 

Mr. Johnson (interposing). Fixing the limitation. 

Mr. Hamilton (continuing). Would make a difference in any 
conclusion that I have attempted to establish. Now, it seems to me, 
Mr. Johnson, that if I am right, fundamentally, in the principle 
that I have established, then we have here this question : The Con- 
gress of the United States creates a corporation for public use. It 
IS true that they have to pay for it in some form in taxes, but that 
is an incident to the grant and not the grant itself. It was not done 
by Congress to raise money in that way by taxing this corporation. 
It was done by Congress to give to the Government and to the 
city here railroad facilities that the Government did not certainly 
at that time want to undertake, and to commit itself to directly, but 
wanted to have private capital brought in under conditions that 
could be properly directed, to construct a needed public work to meet 
the conditions of travel of the people. 

Now, we have this Government which says to all these companies, 
" We will allow you a corporate life, a corporate existence. That is 
done for the good of the people and you may and must, if you in- 
tend to accept this charter, invite the men of means who have money 
to buy your stock and to construct and operate this needed public 
work. We giveyou all of the abilities within the law to go ahead 
and do that. We reserve the right to alter, amend, and repeal, to 
avoid giving a grant in perpetuity that may be not operated well, that 
may become instead of a convenience to the public and an aid to the 
public entirely unuseful. And while we would have under the law, 
without the insertion of those words, a right to forfeit your charter 
under certain,^ conditions, that is a ri^ht that goes into the courts 
and many defenses and many difficulties may be imposed and time 
will be consumed before we are able to really keep this corporation 
within the law ; we reserve that right." 

Now, the corporators, the corporation, the stockholders, under 
that invitation and under that authority, come in and invest their 
capital and they constnict this work and do operate it according to 
the limitations of the charter. Can the principal party say five 
years afterwards or one year afterwards 

Mr. Johnson (interposing). There is no principal party to this 
contract. 

Mr. Hamilton. There are the Government and the corporation. 

Mr. Johnson. No. 

Mr. Hamilton. Well, one of the principals. There are two prin- 
cipals to every contract. One of the principals says, " We have the 
right, and you entered upon this enterprise with a knowledge of that 
right--we have a right to revoke it." 

mr. Johnson. To which you have agreed. 

Mr. Hamilton. To revoke? 

Mr. Johnson. You have agreed to a revocation at any time by 
accepting the charter. 

Mr. Hamilton. A revocation of what ? 

Mr. Johnson. Of the charter as granted. 

Mr. Hamilton. Of a right to continue to operate under a charter; 
but we have not agreed that you shall destroy, and the Supreme Court, 
in the cases I have read, said that it would be immoral to think that 
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a government, a sovereignty, should invite private capital to risk 
its gains in an enterprise and then to wantonly destroy, not to with- 
draw the right to exist, but when that is done, to destroy the rights, 
the contracts of parties under it. 

Mr. Benson. Mr. Hamilton, suppose instead of this charter be- 
ing granted to a corporation, the privilege had been granted to an 
individual to construct a street railway in the city of Washington, 
and to mortgage its property, and to sell the property subject to 
mortgages or shares or portions of its interest, with no reservation. 
Is not that exactly a similar situation to what you are in ? In other 
words, the only thing that we have a right to repeal is the corpora- 
tion, the entity. We have a right to repeal that. But if we have 
given it to an individual, with the individual's rights to build this 
road, and to mortgage it, and to sell interests in it, we could not 
take it away from him ? 

Mr. Hamilton. Not without paying him for it. 

Mr. Benson. Now, what have we done in this case? We have 
created an individual and given it power to make contracts that 
an individual would have to make, and, as far as those contracts 
are concerned, and as far as its obligations and business are con- 
cerned, we can not interfere at all; but we can kill the theoretical 
and technical individual — ^that is, the corporation? 

Mr. Hamilton. Absolutely. The diflBiculty is 

Mr. Benson (interposing). And in accepting this charter with the 
provision that it might be repealed, you agreed only to a repeal of 
the technical individual ? 

Mr. Hamilton. The only thing in the case of an individual that 
Congress could do, having conferred these rights, if they were work- 
able by an individual — and they are not 

Mr. Benson (interposing). I understand. 

Mr. Hamilton. The only thing Congress could say to that indi- 
vidual is, " Here, you can not use these streets any longer." 

Mr. Benson. No; but if we had not put the reservation in there, 
they could continue to use them ? 

Mr. Hamilton. Yes ; if there is no reservation. 

Mr. Benson. The only reservation is that we might repeal the law* 

Mr. Hamilton. I was carrying your argument one step further. 
If you have granted to an individual what you have granted to a 
corporation, with the same right of repeal, the only thing that would 
have been repealable would have been the right to occupy the streets. 

Mr. Benson. But is it not a fact that the only thing we reserveti 
was a right to kill this theoretical individual ? 

Mr. I&.MILTON. Yes, sir. 

Mr. Benson. Aijd not this contract? 

Mr. Hamilton. And nothing that was superadded to that, with 
the authority to contract and enter into obligations that must be en- 
tered into in order to carry on this public work. 

The Chairman. Mr. Hamilton, let me ask you a question. I had 
no idea what Mr. Johnson was going to ask you when he said he 
wanted to ask you some questions. 

You may recall that yesterday I asked you if your attention had 
been called to the case of the hydraulic company that went up from 
Grand Kapids, Mich. In 1849 the Legislature of Michigan by a spe- 
cial act of the legislature granted a charter to the Grand Bapids 
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the corporation accepted and operated under it, that was a contract 
between those two, but the terms of the contract were not entirely 
within the making of those two parties. The legislature of the State, 
by granting the charter, fixed the terms of the trade or contract 
between those parties. 

Now, in this case here we have but two parties to the contract, the 
Congress, speaking for the United States, and the corporation itself, 
speaking for itself. We have no third party making the terms of 
the contract, so it is, strictly speaking, as I see it, a contract between 
two parties without a third party making any part of it for either 
of them. 

Now, one provision of that contract, which has been executed by 
the act of Congress submitting the contract and by the corporation 
accepting its terms, and which is, therefore, a complete contract 
between the two high contracting parties without the intervention, 
as I said, of any third party, one provision of that conti'act is that 
one of those contracting parties nuiy terminate that contract at any 
time, and the other party to that contract has accepted the provisions 
of it with full knowledge of that being in the contract. Therefore, 
if the contract should be terminated by Congress, as it is stipulated 
it might have the right to do at any time, would it be compelled to 
pay for more than the physical proj^erty ? 

Now, let me cite you another instance ; an instivnce which, perhups. 
may be parallel or exactly like it. No case has been presented yet 
that is exactly on all fours with this. A man by the name of Ather- 
ton, down in Kentucky, built a distillery, and year after year it 
was enlarged until they got to making some 12,000 or 13,000 gallons 
of whisky a day. They were about two miles off from the railroad. 
They conceived the idea, to avoid the haul, to build a railroad track 
from the Louisville & Nashville Railroad station to the town of 
Atherton, which was a little town which had built up around the dis- 
tillery. In order to build this little railroad track they had to cross 
the lands of a man by the name of Dawson. They made a trade 
with Dawson that they were to give him $100 a year, and he was 
to let them build a track across his farm. Dawson reserved the 
right to terminate that arrangement at any time. It went along 
and stayed there for years, until finally Dawson conceived the idea 
of exercising his option of terminating the contract, and they were 
just about to get into litigation over it when prohibition came along 
and closed and dismantled the distillery and did away with the 
necessity for the railroad track. 

Now, is that a case that is parallel with this case? 

Mr. Hamilton. No. 

Mr. Johnson. What is the difference ? 

Mr. Hamilton. One is a contract between private parties, which 
is entirely a matter to be referred to and treated by the law of the 
land, the'conunon law. I have my rights and my remedies against 
you for any breach of contract in the courts. It is not a legislative 
matter, and the legislature has nothing whatever to do with it, and 
the provision of the Constitution does not apply to contracts between 
men unless they are acting under governmental authority or the 
authority of the State. But if I make any sort of contract with you 
and terminate it lawfully and you think you have been damaged, you 
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have a right to test that question out in couii, but there is no rule of 
law to compel you, because of a constitutional provision between the 
words of this constitution. You can not invoke that. Your reme- 
dies are those that are to be determined by the courts. You do not 
come under the constitutional provision that private property can 
not be taken for public use without just compensation. 

Mr. Johnson. Then, it is your contention that corporations, which 
are but fictitious persons, have larger rights than real persons mav 
have ? 

Mr. Hamilton; By no means. It is not that, Mr. Johnson. My 
contention is that a corporation, when it is incorporated, gets the 
life, simply, that an individual does, but if particular duties are 
imposed upon it, if particular powers in the way of contracting are 
imposed upon it by the legislature, that brings about a very different 
condition than the condition between individuals. 

Mr. Johnson. Yes ; but I am endeavoring to separate the cases to 
which you have referred from the local idea. Here we have but the 
two contracting parties 

Mr. Hamilton (interposing). Now, let me get into that matter. 
I do not want to cut you off on a question 

Mr. Johnson (interposing). I am not arguing with you at all; 
I am only seeking light. I have an open mind on this subject. 

Mr. Hamilton. I want to you give my understanding of that. In 
the first place, the sovereignty is the same. It does not make any 
difference whether the State appoints an agent to do its work, to 
give its privileges, or to protect itself 

Mr. Johnson (interposing). In this case here the Constitution 
provides that Congress stall have exclusive right of legislation for 
the District of Columbia, and there we may get into the broad ques- 
tion of a delegated authority. 

Mr. Hamilton. No; but in the States I am talking about — ^you 
say that in the New York case, for instance, that because the mu- 
nicipality authorized by the State to do this thing, did it; that it 
brought into the sum a different quantity. 

Mr. Johnson. Now, pardon me. Just let me get you clearly right 
there. 

Mr. Hamilton. Yes, sir. 

Mr. Johnson. The Legislature of the State of New York, if I see 
it rightly, did not authorize the city of New York to do certain 
things, but it authorized both the city of New York and the cor- 
poration to do certain things. 

Mr. Hamilton. That makes it all the stronger in support of my 
contention, because there was a direct question. 

Mr. Johnson. It weakens it, according to my view of it, and 
that is what I want you to get strong on. 

Mr. Hamilton. Hx>w weakens it? 

Mr. Johnson. That a third party, the State, laid down the terms 
upon which the two contracting parties must contract, and it fixed 
the limitations within which they must contract. Now, here there 
are no limitations in which either of these parties, either the Gov- 
ernment or the local street railway company, must contract, because 
they are trading strictly one with the other, without any limitations 
imposed except 



296 REGULATION OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA. 

Mr. Hamilton (interposing). How do you treat a municipality 
which derives all of its authority from either the legislature or the 
constitution of the State? 

Mr. Johnson. In this case the municipality does not come in at all. 

Mr. Hamilton. In Washington? 

Mr. eloHNSON. The municipality of the District of Columbia is 
not dealt with in this transaction at all. 

Mr. Hamilton. Absolutely, and if it was, it would be simply the 
agent of the United States. 

Mr. Johnson. The United States deals directly with this corpora- 
tion. 

Mr. Hamilton. Absolutely. I do not controvert that at all, and 
unless I am right, Mr. Johnson, in the proposition that I advanced 
the first day and argued to the best^ of my knowledge and ability, 
that under the rulings of the Supreme Court the people of this Dis- 
trict have the same protection from Congress 

Mr. Johnson (interposing) . There is no question about it. 

Mr. Hamilton. But when it comes down to the essence of things, 
we are dealing here not with the thing that might be injected into 
any particular case by reason of a delegated authority and the com- 
ing m of a part delegated and part direct authority, that has not 
qualified or disqualifiSl the position that I have taken, it seems to 
me, because it is one that goes much deeper than the parties; it is 
one that attaches to a relation that is created and may be created 
between the State and the citizens just as well acting directly as act- 
ing in part directly and in part through any agency or subpower 
that is created by the constitution of that State. 

Mr. Johnson. Maybe I can make myself a little bit clearer. The 
question upon which I have formed no opinion, but upon which I 
am seeking information upon which to form an opinion, succinctly 
stated, is this: For and in consideration of the taxes paid and to be 
paid, the Governinent has granted this privilege to the street-car 
company. 

Mr. Hamilton. No; I disagree with you there. 

Mr. Johnson. Well, that is my theory. Let me continue my 
theory. That for and in consideration of the taxes paid and to be 
jDaid and the public service to be rendered 

Mr. Hamilton (interposing). Oh, yes. 

Mr. Johnson (continuing). The Congress has granted the rail- 
road company a certain privilege. 

Mr. Hamilton. Yes, sir. 

Mr. Johnson. Xow, then, it being written in the contract between 
the two parties that Congress shall have the right to annul that con- 
tract at any time it saw fit to do so, when Congress ceases to collect 
that tax and ceases to require the rendering of the public service, has 
it not the right to take back its franchise without paying for it? 

Mr. Hamilton. It has not the right 

Mr. Johnson (interposing). Now, there is where 

Mr. Hamilton (interposing). Hold on. 

Mr. Johnson. I say, that is where I am stumbling. 

Mr. Hamilton. It- has a right to withdraw the power to live, the 
power of being. It has the right to say " That this corporation 
which I have created is terminated for the purpose of future action.'^ 
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Now, just bear that in mind if you please. When they pass the 
law revoking the charter, that act directed to a railroad company 
stops instantaneously the legal right to turn a wheel. Now, that 
much is withdrawn. But every right, and there are many, that 
is included in and given to a being that is so created, the right to 
contract, the right to obligate itseltj the right to obligate its charter, 
is not destroyed, except that the right of vitality, the right to go 
on, to turn its wheels, is stopped, but its other rights remain just 
as they are. 

Now, Mr. Johnson, in the law under which the Capital Traction 
Co. was created it is provided 

Mr. Johnson (interposing). I have not read it. 

Mr. Hamilton. Now, I want to read it to you. I read it to the 
committee on the first day and asked them to pay particular atten- 
tion to the wording of that act. 

The act of Congress approved March 3, 1891, which was the act 
giving to the Rock Creek Railway Co. the bald right to purchase 
lines connecting and intersecting, you understand — ^that was the 
pov^er that was given in this act — did not go far enough to provide 
the method of paying for the purchase, you understand, and a sub- 
sequent act, which I will call your attention to, an amendement, was 
passed a little later on making up the lack of power and of direction 
that was omitted from this amendment that I will read. Now, I 
want to call your attention to the wording of that act. After pro- 
viding for the purchase or lease of these lines, it says : 

And to have respecting such connecting lines the same power and privileges 
that it now has or hereafter may have respecting its own line of railroad and 
not inconsistent with the laws, etc. 

And further: 

That the said Rock Creek Railway Co. of the District of Columbia shall be, 
and it hereby is, authorized and empowered to issue its bonds to aid in paying 
for the construction and equipment of its railroad and the purchase and lease, 
construction, and equipment of any and all future acquisitions and extensions 
as hereinbefore are, or that may hereafter be, provided for and to secure the 
said bonds by mortgage or deed of trust on its ri^ht of way, and all its prop- 
erty of whatever kind soever, whether real, personal, or mixed, including its 
franchise as a corporation, etc. 

Mr. Johnson. Will you let me see that ? I do not see, Mr. Hamilton, 
that the language that you have just read from the act of Congress 
really touches the subject of having one of the contracting parties; 
that is, those for whom Congress acts, pay for any franchise on the 
cancellation of the contract. 

Mr. Hamilton. Before I answer that question I want to say sim- 
ply this, that by this amendment of 1891, which I have read to you, 
they fixed the terms upon which a purchase could be made, but did 
not authorize the purchase. I intended to read the authority con- 
tained in the act of March 1, 1895. Now, I may not have grasped 
the full significance of what you are inquiring about, but we are 
dealing, as you see, under conditions that may be diflFerent from some 
of the conditions that you have referred to as existing in other cases, 
the intervention of a third party, and you think, as it appears to 
me from your question, that it being 

Mr. Johnson (interposing). I am inquiring whether it does or not. 

Mr. Hamilton. Well, you are inquiring whether a direct act be- 
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to charge a maximum of 10 cents, would that open the door of a pos- 
sible consolidation of the two railroads i 

Mr. Hamilton. It would have a tendency that way. I will come 
to my ideas about the value of consolidation later on, because I have 
not reached that point. But I think everything that brings these 
roads into a condition of prosperity brings nearer a consofidation, 
because that business sense of prudence, looking at it entirely from a 
selfish standpoint and not yet from the public standpoint, would 
determine that it would be more economical, that it would be a better 
proposition from the railroad standpoint to have a unified system in 
the city rather than a competing one. 

That is simply in answer to this question. How such a consolida- 
tion can be brought about and what should enter into that consolida- 
tion I think should be treated very carefully. But I do think every- 
thing that tends to strengthen business and to bring about pros- 
perity in this state of affairs tends to the consolidation of the rail- 
road properties. The tendency is that way because there are econo- 
mies m it. . 

Now, there is one other phase of' this case I want to say just a very 
little on. 

The Chairman. The committee is very anxious to get your views 
as to this matter, Mr. Hamilton. We have assumed from your state- 
ment that you do not approve of the commissioner's bill. 

Mr. Hamilton. Well, I have something to say about that bill. 

The Chairman. I understood you to say in answer to a question 
by Mr. Johnson, that you thought that the public riding on the Capi- 
tar Traction Co. was now paying moi*e than it ought to pay. What are 
your suggestions for a remedy as to that situation ? 

Mr. Hamilton. My suggestion, my first suggestion would be that 
you allow a complete consolidation between the Washington Rail- 
way & Electric Co. and its lighting plant with a 10-cent instead of 
an 8-cent charge. I think that that offers a present solution. In 
talking about other solutions and other le^slation which may later 
on give relief, you are postponing that which you have heard from 
the president of the other road is not a future condition but a present 
condition. It is not for future relief he is asking, but for present 
relief. 

The Chairman. Do you have any other suggestions you would 
like to make? 

Mr. Hamilton. Well, I think this, that 

Mr. Johnson (interposing). Before we get away from that, the 
Capital Traction Co. owns its street cars and also its power plant 
and its track, does it not? 

Mr. Hamilton. Yes, sir. 

Mr. Johnson. And the Washington Railway & Electric Co. owns 
its street cars and it street car tracks, but strictly speaking it has no 
power plant? 

Mr. Hamilton. It has none, except the absolute ownership of the 
stock in the power plant. 

Mr. Johnson. But it does not own the property ? 

Mr. Hamilton. No, sir. 

Mr. Johnson. And, therefore, the Capital Traction Co. owns its 
tracks and a train of cars with a locomotive, strictly speaking, and 
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the Washington Railway & Electric Co. owns a track and cars, but 
no locomotive; so your theory is that it ought to own a locomotive 
also? 

Mr. Hamilton. I do. I think they should do that. 

The Chairman. To my mind^ in owning all of the stock there 
isn't a great deal of diflFerence between that and owning the plant. 

Mr. Hamilton. There may not be. Suppose you do not let them 
have that which Congress intended they should have? 

I would like to say a few words about the commissioner's bill. I 
would like to say that in the first place it applies a taxing power 
for a purpose that that is not intended. 

Mr. Benson. Mr. Chairman, I would like very much to be present 
during the discussion. Could we go on to-morrow morning? 

The Chairman. Just as the committee prefers. I thought that 
the committee might run on until about 1 o'clock. 

Mr. Benson. It is 20 minutes of 1 now. I do not think we can 
^et very far in this to-day. 

The Chairman. Just whatever the pleasure of the committee is. 

(Whereupon at 12.40 p. m., the committee adjourned.) 



commitiee ox the district of columbia, 

House of Representatives, 

Wednesday^ February 18^ 1920, 

The committee met iit 10.25 o'clock a. m., Hon. Carl E. Mapes 
(chairman) presiding. 
The Chairman. You may proceed, Mr. Hamilton. 

STATEMENT OF MB. OEOEOE E. HAMILTON, PRESIDENT OF THE 
CAPITAL TEACTION CO., WASHINGTON, D. C— Continued. 

Mr. Johnson. Mr. Hamilton, I am very much in the fix that the 
candidate for circuit judge was down in my district, Phil Lee, who 
came up just after the close of the war. His opponent said that 
Pril Lee never knew but one law and the legislature repealed that 
when he was gone to the war. 

Mr. Hamilton. I have not been in any war recently. 

Mr. Johnson. I never knew but one. I have been here in Con- 
gress so long without having read any law or kept up with the 
reports, or at least the courts have about repealed all I ever knew, 
and I am really out seeking information from those who know. I 
would like to attend a little law lecture this morning and select the 
subject myself, instead of the faculty doing it. 

Now, the cases that you have cited and that the others have cited 
show that if Congress were to repeal the charter of any of the local 
railroads that they would have to pay not only for the value of the 
physical property but also the value of the franchise. Each of the 
cases, as I caught them, to which reference has been made, was 
where there were three parties to the contract, the two high contract- 
ing parties and then the legislature making the third party, which 
really made the terms of the contract. Take the New "i ork case for 
instance, where the city gave the right of way over its streets, where 
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to charge a maximum of 10 cents, would that open the door of a pos- 
sible consolidation of the two railroads!! 

Mr. Hamilton. It would have a tendency that way. I will come 
to my ideas about the value of consolidation later on, because I have 
not reached that point. But I think everything that brin^ these 
roads into a condition of prosperity brings nearer a consolidation, 
because that business sense of prudence, looking at it entirely from a 
selfish standpoint and not yet from the public standpoint, would 
determine that it would be more economical, that it would be a better 
proposition from the railroad standpoint to have a unified system in 
the city rather than a competing one. 

That is simply in answer to this question. How such a consolida- 
tion can be brought about and what should enter into that consolida- 
tion I think should be treated very carefully. But I do think every- 
thing that tends to strengthen business and to bring about pros- 
perity in this state of affairs tends to the consolidation of the rail- 
road properties. The tendency is that way because there are econo- 
mies in it. . 

Now, there is one other phase of' this case I want to say just a very 
little on. 

The Chairman. The committee is very anxioui^ to get your views 
as to this matter, Mr, Hamilton. We have assumed from your state- 
ment that you do not approve of the commissioner's bill. 

Mr. Hamilton. Well, I have something to say about that bill. 

The Chairman. I understood you to say in answer to a question 
by Mr. Johnson, that you thought that the public riding on the Capi- 
tar Traction Co. was now paying more than it ought to pay. What are 
your suggestions for a remedy as to that situation? 

Mr. Hamilton. My suggestion, my first suggestion would be that 
you allow a complete consolidation between the Washington Kail- 
way & Electric Co. and its lighting plant with a 10-cent instead of 
an 8-cent charge. I think that that offers a present solution. In 
talking about other solutions and other legislation which may later 
on give relief, you are postponing that which you have heard from 
the president of the other road is not a future condition but a present 
condition. It is not for future relief he is asking, but for present 
relief. 

The Chairman. Do you have any other suggestions you would 
like to make? 

Mr. Hamilton. Well, I think this, that 

Mr. Johnson (interposing). Before we get away from that, the 
Capital Traction Co. owns its street cars and also its power plant 
and its track, does it not? 

Mr. Hamilton. Yes, sir. 

Mr. Johnson. And the Washington Railway & Electric Co. owns 
its street cars and it street car tracks, but strictly speaking it has no 
power plant? 

Mr. Hamilton. It has none, except the absolute ownership of the 
stock in the power plant. 

Mr. Johnson. But it does not own the property? 

Mr. Hamilton. No, sir. 

Mr. Johnson. And, therefore, the Capital Traction Co. owns its 
tracks and a train of cars with a locomotive, strictly speaking, and 
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the Waahington Railway & Electric Co. owns a track and cars, but 
no locomotive; so your theory is that it ought to own a locomotive 
also? 

Mr. Hamilton. I do. I think they should do that. 

The Chairman. To my mind, in owning all of the stock there 
isn't a great deal of difference between that and owning the plant. 

Mr. Hamilton. There may not be. Suppose you do not let them 
have that which Congress intended they should have? 

I would like to say a few words about the commissioner's bill. I 
would like to say that in the first place it applies a taxing power 
for a purpose that that is not intended. 

Mr. Benson. Mr. Chairman, I would like very much to be present 
during the discussion. Could we go on to-morrow morning? 

The Chairman. Just as the committee prefers. I thought that 
the committee might run on until about 1 o'clock. 

Mr. Benson. It is 20 minutes of 1 now. I do not think we can 
get very far in this to-day. 

The Chairman. Just whatever the pleasure of the committee is. 

(Whereupon at 12.40 p. m., the committee adjourned.) 



Committee ox the District of Columbia, 

House of Representatives, 

Wedbiesday^ February 18^ 1920, 

The committee met at 10.25 o'clock a. m., Hon. Carl E. Mapes 
(chairman) presiding. 
The Chairman. You may proceed, Mr. Hamilton. 

STATEMENT OF ME. GEORGE E. HAMILTON, PRESIDENT OF THE 
CAPITAL TRACTION CO., WASHINGTON, D. C— Continued. 

Mr. Johnson. Mr. Hamilton, I am very much in the fix that the 
candidate for circuit judge was down in my district, Phil Lee, who 
came up just after the close of the war. His opponent said that 
Pril Lee never knew but one law and the legislature repealed that 
when he was gone to the war. 

Mr. Hamilton. I have not been in any war recently. 

Mr. Johnson. I never knew but one. I have been here in Con- 
gress so long without having read any law or kept up with the 
reports, or at least the courts have about repealed all I ever knew, 
and I am really out seeking information from those who know. I 
would like to attend a little law lecture this morning and select the 
subject myself, instead of the faculty doing it. 

Now, the cases that you have cited and that the others have cited 
show that if Congress were to repeal the charter of any of the local 
railroads that they would have to pay not only for the value of the 
physical property but also the value of the franchise. Each of the 
cases, as I caught them, to which reference has been made, was 
where there were three parties to the contract, the two high contract- 
ing parties and then the legislature making the third party, which 
really made the terms of the contract. Take the New York case for 
instance, where the city gave the right of way over its streets, where 
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the corporation accepted and operated under it, that was a contract 
between those two, but the terms of the contract were not entirely 
within the making of those two parties. The legislature of the State, 
by granting the charter, fixed tlie terms of the trade or contract 
between those parties. 

Now, in this case here we have but two parties to the contract, the 
Congress, speaking for the United States, and the corporation itself, 
speaking for itself. We have no third party making the terms of 
the contract, so it is, strictly speaking, as I see it, a contract between 
two parties without a third party making any part of it for either 
of them. 

Xow, one provision of that contract, which has been executed by 
the act of Congress submitting the contract and by the corpoi^ation 
accepting its terms, and which is, therefore, a complete contract 
between the two higl> contracting parties without the intervention, 
as I said, of any third party, one provision of that contract is that 
one of those contracting parties may terminate that contract at any 
time, and the other party to that contract has accepted the provisions 
of it with full knowledge of that being in the contract. Therefore, 
if the contract should be terminated by Congress, as it is stipulated 
it might have the right to do at any time, would it be compelled to 
pay for more than the physical proj^erty ? 

Xow, let me cite you another instance ; an instance which, perhaps, 
may be parallel or exactly like it. No case has been presented yet 
that is exactly on all fours with this. A man by the name of Ather- 
ton, down in Kentucky, built a distillery, and year after year it 
was enlarged until they got to making some 12,000 or 13,000 gallons 
of whisky a day. They were about two miles off from the railroad. 
They conceived the idea, to avoid the haul, to build a railroad track 
from the Louisville & Nashville Railroad station to the town of 
Atherton, which was a little town which had built up around the dis- 
tillery. In order to build this little railroad track they had to cross 
the lands of a man by the name of Dawson. They made a trade 
with Dawson that they were to give him $100 a year, and he was 
to let them build a track across his farm. Dawson reserved the 
right to terminate that arrangement at any time. It went along 
and stayed there for years, until finally Dawson conceived the idea 
of exercising his option of terminating the contract, and they were 
just about to get into litigation over it when prohibition came along 
and closed and dismantled the distillery and did away with the 
necessity for the railroad track. 

Now, is that a case that is parallel with this case? 

Mr. Hamilton. No. 

Mr. Johnson. What is the difference? 

Mr. Hamilton. One is a contract between private parties, which 
is entirely a matter to be referred to and treated by the law of the 
land, the connnon law. I have my rights and my remedies against 
you for any breach of contract in the courts. It is not a legislative 
matter, and the legislature has nothing whatever to do with it, and 
the provision of the Constitution does not apply to contracts between 
men unless they are acting under governmental authority or the 
authority of the State. But if I make any sort of contract with you 
and terniiinate it lawfully and you think you have been damaged, you 
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have a right to test that question out in court, but there is no rule of 
law to compel you, because of a constitutional provision between the 
words of this constitution. You can not invoke that. Your reme- 
dies are those that are to be determined by the courts. You do not 
come under the constitutional provision that private property can 
not be taken for public use without just compensation. 

Mr. Johnson. Then, it is your con^tention that corporations, which 
are but fictitious persons, have larger rights than real persons mav 
have? 

Mr. Hamilton; By no means. It is not that, Mr. Johnson. My 
contention is that a corporation, when it is incorporated, gets the 
life, simply, that an individual does, but if particular duties are 
imposed upon it, if particular powers in the way of contracting are 
imposed upon it by the legislature, that brings about a very diflFerent 
condition than the condition between individuals. 

Mr. Johnson. Yes; but I am endeavoring to separate the cases to 
which you have referred from the local idea. Here we have but the 
two contracting parties 

Mr. Hamilton (interposing). Now, let me get into that matter. 
I do not want to cut you off on a question 

Mr. Johnson (interposing). I am not arguing with you at all; 
I am only seeking light. I have an open mind on this subject. 

Mr. Hamilton. I want to you give my understanding of that. In 
the first place, the sovereignty is the same. It does not make any 
dlflference whether the State appoints an agent to do its work, to 
give its privileges, or to protect itself 

Mr. Johnson (interposing). In this case here the Constitution 
provides that Congress stall have exclusive right of legislation for 
the District of Columbia, and there we may get into the broad ques- 
tion of a delegated authority. 

Mr. Hamilton. No; but in the States I am talking about — ^you 
say that in the New York case, for instance, that because the mu- 
nicipality authorized by the State to do this thing, did it; that it 
brought into the sum a different quantity. 

Mr. Johnson. Now, pardon me. Just let me get you clearly right 
there. 

Mr. Hamilton. Yes, sir. 

Mr. Johnson. The Legislature of the State of New York, if I see 
it rightly, did not authorize the city of New York to do certain 
things, but it authorized both the city of New York and the cor- 
poration to do certain things. 

Mr. Hamilton. That makes it all the stronger in support of my 
contention, because there was a direct question. 

Mr. Johnson. It weakens it, according to my view of it, and 
that is what I want you to get strong on. 

Mr. Hamilton. How weakens it? 

Mr. Johnson. That a third party, the State, laid down the terms 
upon which the two contracting parties must contract, and it fixed 
the limitations within which they must contract. Now, here there 
are no limitations in which either of these parties, either the Gov- 
ernment or the local street railway company, must contract, because 
they are trading strictly one with the other, without any limitations 
imposed except 
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Mr. Hamilton (interposing). How do you treat a municipality 
which derives all of its authority from either the legislature or the 
constitution of the State? 

Mr. Johnson. In this case the municipality does not come in at all. 

Mr. Hamilton. In Washington? 

Mr. Johnson. The municipality of the District of Columbia is 
not dealt with in this transaction at all. 

Mr. Hamilton. Absolutely, and if it was, it would be simply the 
agent of the United States. 

Mr. Johnson. The United States deals directly with this corpora- 
tion. 

Mr. Hamilton. Absolutely. I do not controvert that at all, and 
unless I am right, Mr. Johnson, in the proposition that I advanced 
the first day and argued to the best^ of my knowledge and ability, 
that under the rulings of the Supreme Court the people of this Dis- 
trict have the same protection from Congress 

Mr. Johnson (interposing). There is no question about it. 

Mr. Hamilton. But when it comes down to the essence of things, 
we are dealing here not with the thing that might be injected into 
any particular case by reason of a delegated authority and the com- 
ing in of a part delegated and pjart direct authority, that has not 
qualified or disqualifiexi the position that I have taken, it seems to 
me, because it is one that goes much deeper than the parties; it is 
one that attaches ta a relation that is created and may be created 
between the State and the citizens just as well acting directly as act- 
ing in part directly and in part through any agency or subpower 
that is created by the constitution of that State. 

Mr. Johnson. Maybe I can make myself a little bit clearer. The 
question upon which I have formed no opinion, but upon which I 
am seeking inforniaticm upon wliich to form an opinion, succinctly 
stated, is this: For and in consideration of the taxes paid and to be 
paid, the Government has granted this privilege to the street-car 
company. 

Mr. Hamilton. No; I disagree with you there. 

Mr. Johnson. Well, that is my theory. Let me continue my 
theory. That for and in consideration of the taxes paid and to be 
paid and the public service to be rendered 

Mr. Hamilton (interposing). Oh, yes. 

Mr. Johnson (continuing). The Congress has granted the rail- 
road company a certain privilege. 

Mr. Hamilton. Yes, sir. 

Mr. Johnson. Xow, then, it being written in the contract between 
the two parties that Congress shall have the right to annul that con- 
tract at any time it saw fit to do so, when Congress ceases to collect 
that taxand ceases to require the rendering of the public service, has 
it not the right to take back its franchise without paying for it? 

Mr. Hamilton. It has not the right- 



Mr. Johnson (interposing). Now, there is where 

Mr. Hamilton (interposing). Hold on. 

Mr. Johnson. I say, that is where I am stumbling. 

Mr. Hamilton. It- has a right to withdraw the power to live, the 
power of being. It has the right to say " That this corporation 
which I have created is terminated for the purpose of future action.'^ 
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Now, just bear that in mind if you please. When they pass the 
law revoking the charter, that act directed to a railroad company 
stops instantaneously the legal right to turn a wheel. Now, that 
much is withdrawn. But every right, and there are many, that 
is included in and given to a being that is so created, the right to 
contract, the right to obligate itseli^the right to obligate its charter, 
is not destroyed, except that the right of vitality, the right to go 
on, to turn its wheels, is stopped, but its other rights remain just 
as they are. 

Now, Mr. Johnson, in the law under which the Capital Traction 
Co. was created it is provided 

Mr. Johnson (interposing). I have not read it. 

Mr. Hamilton. Now, I want to read it to you. I read it to the 
committee on the first day and asked them to pay particular atten- 
tion to the wording of that act. 

The act of Congress approved March 3, 1891, which was the act 
giving to the Eock Creek Railway Co. the bald right to purchase 
lines connecting and intersecting, you understand — ^that was the 
power that was given in this act — did not go far enough to provide 
the method of paying for the purchase, you understand, and a sub- 
sequent act, which I will call your attention to, an amendement, was 
passed a little later on making up the lack of power and of direction 
that was omitted from this amendment that I will read. Now, I 
want to call your attention to the wording of that act. After pro- 
viding for the purchase or lease of these lines, it says : 

And to have respecting such connecting lines the same power and privileges 
that it now has or hereafter may have respecting its own line of railroad and 
not inconsistent with the laws, etc. 

And further: 

That the said Rock Creek Railway Co. of the District of Columbia shall be, 
and it hereby is, authorized and empowered to issue its bonds to aid in paying 
for the construction and equipment of its railroad and the purchase and lease, 
construction, and equipment of any and all future acquisitions and extensions 
as hereinbefore are, or that may hereafter be, provided for and to secure the 
said bonds by mortgage or deed of trust on its right of way, and all its prop- 
erty of whatever kind soever, whether real, personal, or mixed, including its 
franchise as a corporation, etc. 

Mr. Johnson. Will you let me see that ? I do not see, Mr. Hamilton, 
that the language that you have just read from the act of Congress 
really touches the subject of having one of the contracting parties; 
that is, those for whom Congress acts, pay for any franchise on the 
cancellation of the contract. 

Mr. Hamilton. Before I answer that question I want to say sim- 
ply this, that by this amendment of 1891, which I have read to you, 
they fixed the terms upon which a purchase could be made, but did 
not authorize the purchase. I intended to read the authority con- 
tained in the act of March 1, 1895. Now, I may not have grasped 
the full significance of what you are inquiring about, but we are 
dealing, as you see, under conditions that may be different from some 
of the conditions that you have referred to as existing in other cases, 
the intervention of a third party, and you think, as it appears to 
me from your question, that it being 

Mr. Johnson (interposing). I am inquiring whether it does or not. 

]\Ir. Hamilton. Well, you are inquiring whether a direct act be- 
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Mr. Hamilton. I can not see the diflference. I want to accept Col. 
Kutz's amendment of what he said in denial, but I understood him 
to make it because I remember the chairman of this committee say 
ing that he thought that it was. 

Mr. Johnson. If you will pardon me, right on that I would like 
to ask you to have something to say relative to the action of the 
Utilities Commission in one breath increasing your rates so as to 
increase your gross rates and in the next breath attempting to take 
it away from you by taxation. 

Mr. Hamilton. I am coming to that in a moment. It does not 
seem to me, therefore, that in the government of the District of 
Columbia it is well to use the taxing power for objects that are for- 
eign to the intended exercise of a power which has been described 
as a power inherent in and necessary to sovereignty. It must be 
guardedly extended and used only for governmental good and pur- 
poses. I do not think that the condition that comes up between two 
corporations doing similar work should induce Congress to bring 
into effect the taxing provision that, even though warranted in law, 
would relieve one company from taxes and deprive the public of 
the benefit of those taxes, and place a burden of taxation as between 
these several corporations entirely upon one. The bill has other 
infirmities, in my opinion. We have received increases in fare. We 
did not apply for these increases, and in the regulation of the utilities 
and the government of the District it was thought that it was im- 
prudent, unuseful to grant to one corporation, one railway, a higher 
fare than was granted to the other. That is a position that has 
much to commend itself. It would bring about a great deal of 
trouble to the public. 

Mr. Johnson. I agree that the fares ought to be the same on both 
roads. 

Mr. Hamilton. They ought to be the same. I do not think there 
is any room for argument on that. But we are in this whole con- 
troversy not because we have done anything or applied for any- 
thing whatever. We were content. But I do say that when you 
look at it from a public standpoint there is an element of in- 
justice in the Capital Traction Co.'s riders paying more than is 
necessary to enable it to operate and perform our functions well and 
to make a reasonable return to our shareholders — ^to give them a 
reasonable return. It is not fair to the public. But this bill is 
passed to get that surplus over and above what the commissioners 
think is a fair return, not to bring it back to the people that pay it, 
but either to apply it to the fund for the building up of conditions 
that the Capital Traction riders would not be interested in, or, as 
suggested, to put it back into the public fund, where still there would 
be some injustice to those paying that money — the riders — ^the people 
that are classified as the patrons of the Capital Traction Co. It 
seemed to me that in that particular it was rather an argument 
against the position of justice that was insisted upon by Col. Kutz 
in the matter of the Washington Railway & Electric Co. and the 
Potomac Power Co. 

It could apply the money derived from the riders, the benefits of 
the riders on the Capital Traction Co., to other classes in the com- 
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munity, and as a taxing proposition, however, lawful it might be 
to change from the gross to the operating income, I do not think it is 
Avell directed. I do not think it is fair. Then when you get to the 
proportions that are required there and the percentages we are 
allowed in this day and under existing conditions — ^and admittedly 
by the Commissioners of the District of Columbia, a 7 per cent re- 
turn should be allowed. After the 6 per cent that we get under this 
bill we have to yield up 50 per cent of it, and after 7 per cent, we 
have to yield upon taxes ^5 per cent. It is a harsher application 
than the General Government would apply to its taxes, the income 
tax, for instance. We go into the high brackets very rapidly and 
very little consideration is made in the figures that are given in 
this bill for the initiative and reward to the Capital Traction Co. 
for successful operation. If that provision is to be incorporated 
into law, it seems to me certainly that we ought to be tax free up 
to 7 per cent, and after that a more moderate absorption for what- 
ever purpose Congress thinks is wise should be made. Right here 
I am not wanting anything more than the right to live and to give 
a reasonable return to our investors. 

Mr. tloHNSON. What would you think, Mr. Hamilton, of doing 
away with a proposition to increase the taxes of the more successful 
company and reduce the taxes of the less successful company ? 
Mr. Hamilton. I think it is a fairer proposition. 
The Chairman. How is that? 

Mr. Johnson. Not increase the taxes. What I meant was that I 
was asking your opinion as to what you thought of not increasing 
the taxes upon the more successful company but instead to decrease 
the tax upon the less successful company. 

Mr. Hamilton. That would be the application of the equitable 
consideration by the Govenunent in a difficult time to build up and 
to aid a useful public service. 

Mr. Johnson. That would both reduce and equalize farces, would 
it not ; at least, it would not have brought about the necessity for an 
increase of the fares? 

Mr. Hamilton. That would be governed by the extent of the relief 
needed by the Washington Railway & Electric Co. and the applica- 
tion of this particular reduction would be in proportion to the relief 
that was needed. It would to a certain degree have that tendency. 
Mr. RoMJUE. That would have to come about by lowering the 
valuation of the less successful company, would it not? 
Mr. Hamilton. No ; I do not think you can. 
Mr. Johnson. They do not have an ad valorem tax. 
Mr. Hamilton. They pay upon the gross receipts. 
Mr. Johnson. Do you think that with two companies that as long 
as one operates successfully and the other company less so, that you 
could likely fix a line of taxation for the same properties that would 
let one of them pay a less rate? 

Mr. Hamilton. For the same class of property, I have a doubt 
about that. 
Mr. Johnson. To do that would be a discrimination. 
Mr. Hamilton. I think it might be. 

Mr. Johnson. Not more discriminatory than to increase the taxes 
of one only. 
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Mr. Hamilton. No ; but it would be a discrimination. 

Mr. Johnson. I doubt that. 

Mr. Hamilton. The thing is we have not hesitated, and the com- 
missioners do not hesitate, to change the form of taxation in regard 
to utilities to pass from the gross to the net. 

Mr. RoMjuE. But the the theory is that the taxes must apply to 
all citizens in the same way. 

Mr. Hamilton. That is my understanding of the law. There is 
another element in this bill. 

The Chairman. This bill only purports to tax a certain per cent 
of the income over and above a given amount and it taxes every com- 
pany having that income? 

Mr. Johnson. Every company coming within that description. 

The Chairman. Is it not uniform? 

Mr. Hamilton. That is not a vice in this bill. 

The Chairman. No. 

Mr. Hamilton. I say it is entirely lawful for a company to be 
taxed starting out by saying the net rather than the gross. 

The Chairman. There would not be any question of discrimina- 
tion in this bill. 

Mr. Hamilton. No, sir; excepting in the interest of the bill. It is 
made unequal in this ; when they say net it would tax one company 
and not the other. While it is entirely right in theory, in the in- 
tended application, it is altogether wrong. 

Let us look at it another way. What good would this do to the 
public if this bill had been in operation last year. It would have 
attached itself to and consumed almost our entire surplus earned last 
year, and that surplus so taken in taxes would under the theory of 
this bill have been put into this fund for use in the manner in the 
bill provided. When this bill was written, and before it was written, 
the Capital Traction Co. had with the consent of the commission ap- 
plied this entire fund of $390,000 not to dividends but to the writing 
off of losses in the past that at the time they were sustained could not 
be cared for. 

Mr. Johnson. Were they carried on the profit and loss account? 

Mr. Hamilton. I think so. They were carried in the account of 
losses that had to be made up. 

Mr. Hanna. They were not on our books at all but they were ac- 
tual losses. 

Mr. Hamilton. They were actual losses and we had in testimony 
before the commission stated those losses. 

Mr. Johnson. But not carried on your books ? 

Mr. Hamilton. Not in any form except that the method by which 
they were to be returned was upon the book. They were upon tht 
single truck cars, the difference between the cost of these cars and tha 
scrapped value that they had, to be replaced by double-truck cars. 

You remember the order of the Interstate Commission. They were 
losses when the double trucks came in. 

Mr. Johnson. I was not inquiring upon that value. 

Mr. Hamilton. I only wanted to say that there was a probable 
useful application of the money, and there were other losses that 
could be made up, too. 
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Mr. Johnson. I do not know that it is material, but how did you 
apply this money to those losses ? Upon what sort of a voucher did 
you expend the money? 

Mr. Hamilton. They were credited to the Capital Traction Co. 
Mr. Hanna has the figures and will give you a full explanation of 
all that matter. 

There was a useful application of the money used in a way that 
served the public, stabilizing the company- and served the public as 
well. Would it have been better to apply it to this fund to be 
expended in things that were entirely foreign to the Capital Traction 
Co. riders? 

Mr. Johnson. Let me ask you that in the event that that provision 
in the bill should become law and your company should go ahead 
and make more than 7 per cent say, could you dissipate that fund 
in the manner in which you have just indicated that you spent the 
$390,000? 

Mr. Hamilton. No, sir. We could not apply it. We could not 
do anything with it. We are tied. 

Mr. Johnson. I am inquiring whether it would be possible for 
you to do that or not ? 

Mr. Hamilton. No, sir. I did not understand your question at 
first. 

The Chairman. Could you not dissipate it so that you would 
have no surplus? 

Mr. Hamilton. I am almost sorry that question was asked because 
we could not do anything of the sort. The history of the Capital 
Traction Co. in the District of Columbia is known very well. 

The Chairman. Why do you say that you are sorry that ques- 
tion was asked ? 

Mr. Hamilton. Because it could not be done. The law pro- 
hibits it and the utilities commission would prohibit it. 

The Chairman. If that is true, why should it not appear in the 
record? 

Mr. Hamilton. Because it carries the imputation that the com- 
pany would want to do it. I do not think that the company has 
ever acted that way or in such a way that would make the Govern- 
ment or any agency of the Government think that they would will- 
fully misappropriate funds in that way. They could not do it, pos- 
sibly, and then it would be against their interests to do it, because if 
we made one-half we would be that much better oflf under the taxing 
provision ; and if we dissipate it we would get nothing. Then, with 
the system of accounting every expenditure is subject to the scrutiny 
and approval of the Utilities Commission. 

Mr. Johnson. Could it be dissipated by an increase of wages and 
therefore dissatisfy the employees of a less fortunate company that 
would not be able to meet these wages ? 

Mr. Hamilton. No ; not if it were done willfully and unnecessarily. 
We have to account and are regulated in all these matters, and we 
can not do anything more than is reasonable in the conduct of our 
business which is subject to regulation. 

Mr. Johnson. Has the Public Utilities Commission by regulation 
fixed what you shall pay your employees ? 

Mr. Hamilton. No, sir. 
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Mr. Johnson. I did not think they had. 

Mr. Hamilton. But we have to report what we pay to them, and if 
there is any excess or anything that they think is not right they can 
make an inquiry and have the right to make an inquiry and make 
correction. 

Mr. Johnson. No increase is unusual now, is it? 

Mr. Hamilton. I think we are almost getting to that condition 
Avhere nothing is unusual. Under present conditions it would not 
apply, but it would tax as soon as it was. If Congress wishes to 
change the tax from gi'oss to net it, of course, has the power to make 
that change. In changing it I do not think you should hold it down 
to the measure that is placed here. I think that certainly it should 
be in excess of 7 per cent ; that the 6 per cent should be 7 and that the 
7 should be changed to 8 at the lowest. There is a great deal in deal- 
ing with this question fairly and even liberally, and certainly that 
ought to apply to a corporation that has in the past and is now doing 
a useful puolic service. The suggested change in the figures above 
referred to ought to be made, and I think that the tax of 75 per cent 
on any particular part of it is excessive; that after the 7 per cent 
or 8 per cent is allowed a 50 per cent tax would be sufficient. We 
ought to have a margin. Every corporation here of this kind ought 
to be strong if they intend to continue to serve the public as the pub- 
lic ought to be served. We have a condition which requires expan- 
sion, and under present conditions of the market only a corporation 
that is in a position to pay a reasonable return could finance needed 
extensions, and certainly 7 per cent is not, under these conditions, 
unreasonable. I think that provision of that particular clause in the 
bill, if carried into law, ought to be more liberal. 

Mr. Johnson. Which, in your judgment, Mr. Hamilton, is most 
likely to beget economy upon the part of the company, a tax upon 
gross receipts or a tax upon net receipts ? 

Mr. Hamilton. I would have to think over that, Mr. Johnson; I 
do not know. I believe as a general proposition that it is probably 
a fairer thing to tax the net, a preferable thing. 

Mr. Johnson. A tax on the net receipts would induce a spirit of 
economy more than a tax on gross receipts? 

Mr. Hamilton. I do not think so. 

Mr. Johnson. I understood you to say that it would. 

Mr. Hamilton. I think that is, about all things considered, a better 
basis of taxation, generally speaking. 

Mr. Johnson. I was asking only for one viewpoint ; that is, econ- 
omy upon the part of the company. 

Mr. Hamilton. I have not thought that over. 

Mr. Johnson. Does it not appear to you at first blush that a tax 
on the gross receipts would beget economy? 

Mr. Hamilton. If I had to answer it I would take that position, 
but I would not attempt it without having worked it out to a con- 
clusion. I think it would ; that is my impression. 

Mr. Johnson. It seems quite conclusive to me. 

Mr. Hamilton. I think so, but I am not familiar enough with 
these detailed accounts of operation to answer it. I will give it as 
my opinion, but not assert it is proper. 
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The Chairman. Do you agree with Mr. Ham that the gross 
receipts tax is comparatively low, taking into consideration the 
taxes on other street car companies? 

Mr. Hamilton. I do not think it excessive. Of course, a great 
deal has been said here, and in this bill we have a provision for the 
relief of companies from one kind of tax. I think that that is ri^ht, 
I have never been able to see why we should pay for the crossing: 
police. I think it was wrong from the beginning, and certainly 
under the existing traffic conditions I do not think that it has any 
reason whatever. I never saw why the companies should have to 
pay for the men who were doing a general public service even 
though it had particular reference to street car operations. 

Mr. Johnson. It was done on the theory that you were making 
the crossings. more dangerous. 

Mr. Hamilton. More dangerous; yes. I believe that when you 
take into consideration other questions of service to the people 
there was not any reason for making that exaction, and in fact: 
while not inclined to insist upon it here, I do think it would be* a, 
benefit of the people, a benefit to the public, if a condition couldl 
be brought about where the street cars were relieved of all taxes:. 
1 think it would be fair to the people. 

Mr. Johnson. I am of the opinion that street cars and automo- 
biles and all vehicles ought to be policed at public expense instead 
of individual expense. 

Mr. Hamilton. There were some other provisions here in regard 
to the application of this fund. In the first place, the theory of 
the commission was that it should be a fund that would gradually 
grow in useful application in extensions of building up weaker 
roads by the purchase of equipment on the road, but coupled with 
that is the idea that the passage of this bill would make speedy a 
merger which would rather limit the expected value of this funded 
amount. Then it was suggested and is suggested that it should be* 
applied to extensions, but that these extensions should be city owned 
and not owned by the companies, turned over to the companies only 
for operation. 

Mr. Johnson. That implies a physical connection with the pres- 
ent companies, I take it. 

Mr. Hamilton. It implies a physical connection with the present 
companies, but alien ownership ; they would own it and the com- 
panies would operate it. I do not think it would serve any beneficial 
use whatever to have such an arrangement, but, on the contrary, I 
think it would be a very vexing and difficult thing and bring about 
many difficulties. The mere occupation of tracks is one thing and 
then you have other conditions of operation. You have the condi- 
tion there again as to the payment for the upkeep of these tracks 
continually rising between the municipality and the company. You 
have the combined conditions, and I think that any mixture of 
that kind would be unserviceable to the public and would brings 
into operation a great many questions that would harrass and annoy 
without any possible public good. It is a beginning, of course, of 
public ownership, and it might be made a very disadvantageous 
thing under private operation. 
Mr. Johnson. It is the entrance of the camel's nose. 
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Mr. Hamilton. It is very much that way. I think there ought to 
be either Government ownership and operation, if that could be 
thought of — ^I do not think it ought to be — or Government owner- 
ship with private operation in its entirety, or private ownership and 
private operation. I do not think that the mixture of these things 
should be encouraged or begun or continued if begun. 

Mr. Benson. What effect do you think that provision of the bill 
would have upon the possibility of the consolidation of the two 
companies, and any additional financing that either of the compa- 
nies might want to do or that the consolidated company might want 
to do? 

Mr. Hamilton. I do not think it would have any beneficial effect 
whatever. 

Mr. Benson. Do you think it would have any injurious effect? 
1| Mr. Hamilton. I do not see how. I think it would be a negligi- 

ble quantity unless it were passed for the purpose of coercive use. 

Mr. Johnson. In the event, Mr. Hamilton, out of this public fund 
of which you have spoken here there was an extension of the tracks 
and an extension, as I understand it, would imply physical connec- 
tion, the extension, of course, would be the smaller part of the road — 
at least, it would start that way. Which would wag the other, the 
tail or the dog? 

Mr. Hamilton. I think you are creating a very dangerous tail, 
with a power behind it to do very much to wag or choke the dog. 

Mr. Johnson. Somebody would have to be the master of the situ- 
ation and control it? 

Mr. Hamilton. Yes, sir; and control or ownership that would 
bring about a joint direction in that regard. 
^ Mr. Johnson. There would be separate ownership? 

Mr. Hamilton. It would be difficult to handle from any stand- 
point. I say it has an element of difficulty without any return that 
I can possibly see in usefulness to the public. It does not add to the 
prospect of the merger or anything else that is to be worked out — 
if it is to be worked out — ^but it is an element of disturbance, and per- 
haps of danger, that should be avoided. 

When you come down to a question of a provision for a merger, 
that question has been discussed and is, perhaps, separately under 
discussion. It seems to me that the plan of merger, the kind of 
merger that is proposed by the commissioners, is not a thoughtful 
or a useful thing. 

Mr. Johnson. Before you get away from that other proposition, 
suppose that the Public Utilities Commission, in this fund, should 
make an extension of your track into what you were entirely satis- 
fied would be an unfruitful field. Is there not also carried in this 
bill the implication that you have to operate cars over that? 

Mr. Hamilton. Undoubtedly. 

Mr. Johnson. And that you would have no voice in it? 

Mr. Hamilton. Undoubtedly. 

The Chairman. How much overhead expense is there in operat- 
ing the two companies that could be eliminated if there was only 
one system and one manajsrement? 

Mr. Hamilton. That would be rather a difficult question to an- 
That there would be a very large reduction I doubt. It would do 
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away with the necessity of some officials. It would require an in- 
crease in others. 

The Chairman. Is there anything about the consolidation of the 
two companies, or would the consolidated system be so large that it 
would require, for instance, more than one president? 

Mr. Hamilton. No. 

The Chairman. Would it require more than one traffic man ? 

Mr. Hamilton. I think so; yes. We have a great many now in 
each company. 

The Chairman. Would it require more than one chief traffic officer ? 

Mr. Hamilton. Well, if there was one chief traffic officer he 
would have to have very competent assistants. 

The Chairman. Would you have to have just as many for the 
consolidated system as there are now under the two systems? 

Mr. Hamilton. I have never worked it out, nor have I seen it 
worked out, but I think there is a great deal more expectation of 
reduction than reduction in reality should there be a merger. It 
would, I think, possibly in time bring about economies by a better 
coordination of the conditions under one management; it might 
eliminate the necessity of some officials, but the same territory is 
covered and a greater one expected by reason of the merger, and I 
do not think it would produce such a decided reduction as to make 
it a very material matter. 

The Chairman. Take the matter of office space j would as much 
room or as many offices be required by the consolidated companies 
as are now kept by both companies? 

Mr. Hamilton. Yes; in effect. There might be some reduction, 
but it would not be appreciable. I do not think the companies are 
carrying a very large — in fact, I think that they are trying to carry 
a very small — staff of officials. I do not think there is much room 
for improvement there. 

The Chairman. Have you ever made any estimate of the saving 
that might be had if the companies were consolidated ? 

Mr. Hamilton. No, sir; I nave not. I think there would be some 
saving. There will be a better ability to direct the service, and du- 
plication of service and things of that sort could be avoided, but 
I think what you took off in one place you would put on in another 
to build up an equal service everywhere. I think there are some 
certain economies that would come from a unified direction. I do 
not think that it would be very large. 

Mr. Johnson. If the plan proposed in this bill should be adopted, 
to change from taxing the gross income to taxing the net profit, 
there would be no( inducement to reduce the number of officei's or 
their compensation at all. 

Mr. Hamilton. No; I do not think that there would be any in- 
ducement to increase them unnecessarily. 

Mr. Johnson. The able president of one of these companies could 
be president of the consolidated company and the able attorney 
who is president of one of them could continue as attorney for the 
other. 

Mr. Benson. His pay ought to be seriously decreased. 
Mr. Hamilton. When you come to matters of that kind I think 
I can say that personal quantity does not enter into it. 
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Mr. Johnson. But you are not speaking for the company in that. 

Mr. Hamilton. No; I think it would be a matter both for the 
president and the attorney or the president and attorney or any 
other officer and it would depend upon a wise selection. I hope 
When that time comes we will have a very businesslike and prudent 
board of directors. 

Mr. Johnson. As a matter of business, it is the same thing to the 
companies whether they pay this money out as taxes or salaries or 
wages. The financial result is just the same. 

Mr. Hamilton. No ; I do not think so. It would not be under this 
bill. 

i Mr. Johnson. I think it would. 

[ Mr. Hamilton. I do not think that I ought to go into any matter 

of this kind. It depends absolutely upon the business integrity and 
' upon fair dealing with the public. I do not think that under any 

condition a company right here at the Capital under the eyes of Con- 
gress and presided over by a rather rigid utility board would go 
into these things, to avoid a fair taxation, or a return of taxes. 

The Chairman. If it is going to be regulated by the honor and 
integrity of the management, you might as well abolish the Public 
Utilities Commission. 

Mr. Hamilton. I do not think that the Public Utilities Commis- 
sion will say that they have ever found anything in the way of dis- 
honorable acts from start to finish with our record, and they have 
been over that with a fine-tooth comb. Of course, those things might 
happen. 

The Chairman. It does not necessarily imply a dishonorable rec- 
ord or anything of that kind. 

Mr. Hamilton. I did not mean that ; no. 

Mr. Johnson. The Interstate Commerce Commission ajid the Pub- 
lic Utilities Board of the District of Columbia have been created 
for the very purpose of keeping a watchful eye and regulating these 
things. 

Mr. Hamilton. And they do it in such a way as to make any 
deviation from it so discreditable that it would be impossible. That 
is the result, and a good result, of just the supervision that you speak 
of. It puts the affairs of the company in every shape and form, it 
puts their transactions in every degree, in every relation, under the 
inspection of men who are representatives of the public, and it in- 
sures by that supervision just what you are after, a fair appropria- 
tion of moneys collected, in the way of expenditures for the com- 
pany's benefit or any other benefit. 

When we get down to the merger provision here, it seems to me 
that that is not efficient or sufficient. I do not think that the capital 
allowed is the capital that should be allowed. It is the valuation es- 
tablished by the commission. Now, that valuation was a< valuation 
from which were excluded elements contrary to evidence and con- 
trary to law, and which are debatable questions; but from that val- 
uation was excluded many elements, some elements, according to 
Col. Kutz, that would necessarily go into the sales or exchange value 
of the companies. 

Mr. Johnson. Not only were some elements excluded but some 
physical property was excluded. 
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Mr. Hamilton. I included that under the term "elements." It 
was restricted to property in the District of Columbia and it ex- 
cluded property not in the District and elements of value that the 
companies think were fully proven and which were admitted by the 
commission are not contained, but these should be aDowed; and 
some of them, according to the commissioner's judgment, should be 
allowed in any condition of sale or exchange. Therefore that value 
is not a value that should be a limit or upon which the capitalization 
of the merged company should be limited. Again, the very base 
may be upset and may work out in conditions that Congress would 
not approve one way or another. The value of the commissioner 
is a value that is berore the courts. We know that it was a value 
fixed by a majority of the commission, with a strong dissenting 
opinion as to the elements included by one of the commission. We 
know because it is on the record here that both companies are very, 
very positively dissatisfied with the valuation, and that they have 
appealed to the courts and propose to prosecute that appeal with all 
the force and efficiency that they can summons. We fear that in 
the making of this valuation evidence has been discarded which 
should have been considered and that rules of law have been avoided 
which should have been applied. That is our contention. What 
does that mean? It means a long litigation. You talk of a settle- 
ment in this matter within a few months or within a year. We have 
the right, and both sides have the right, and no doubt both sides 
may and possibly will take advantage of this right, to appeal until 
these questions of value are finally settled by the Supreme Court of 
the United States. But what is possible? The court may, of course, 
adopt the valuations for the purpose of rate making established by 
the commission. That is not a question that we can go into and dis- 
cuss the strength of our contentions or the strength of the commis- 
sion's or the weakness of either position. It is a question that is now 
in litigation, but the courts have the right to accept the valuation 
of the commission as a fair value if they approve it. They may 
reject the valuation of the commission. They may accept the valua- 
tion that is proven by the companies or they may reject that in part. 
They may sustain the commissioners in some lines and overrule 
them in others. They may overrule the company's position in some 
lines and sustain them in others. So it is an absolutely impossible 
condition here to Imse legislation on in the way of the establishment 
of something that is to continue. 

So much for the bill. Then you take the properties. I think that 
the merger should include and specifically include the outlying 
road that are a part and parcel of the roads here in the District. 

Mr. Benson. It would be practically impossible to merge other- 
wise. 

Mr. Hamilton. You can not do it nor should you do it. The com- 
muters, the riders, that ride upon these lines, are entitled to con- 
sideration. They are part and parcel of the city of Washington 
and you must provide there for taking in the merger, if it is to 
take place at all, these several companies. You have got to provide 
for that. 

Mr. Benson. In addition to that, from the legal standpoint, why 
should your company, having sold bonds or underwritten bonds. 
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on lines that extend out into Maryland, if you consolidate the com- 
panies, still be liable for those bonds? 

Mr. Hamilton. Certainly. It is all part of that property as well 
as in the city property. There is no reason why it should not be 
done and every reason why it should be done. You could not go 
on territorial limitations in determining what shall be done to 
cover these feeders out on certain lines. You can not allocate the 
extensions and the credit that you have between those lines. It 
should include the Potomac Electric Power Co. It should provide 
for the approval by either a majority of the stockholders, or a two- 
thirds of the stockholders, or a three-fourths of the stockholders, as 
the legislative mind might direct, and it should contain Si power to 
condemn the minority stock, and take it over by making just com- 
pensation to those who are outstanding and refuse to come into the 
merger. They must be safeguarded in any bill for a merger. It 
should provide also for the repeal of the La FoUette amendment, 
) which, as it stands, in the minds of a great many people, is a bar to 

! merger. 

The Chairman. Do you think a street-car company ought to be 
allowed to sell light to a private consumer? 

Mr. Hamilton. A street car company, if it has a lighting plant? 

The Chairman. Yes. 

Mr. Hamilton. Yes. Why not? 

The Chairman. I was asking for your opinion. 

Commissioner Brownlow. In speaking of advocating the repeal 
of the La FoUette amendment, do you advocate the repeal of that 
portion of it which applies only to foreign corporations? 

Mr. Hamilton. I would make the merger subject to the approval 
of Congress. 

Commissioner Brownlow. I mean that portion of the La FoUette 
amendment which forbids foreign corporations to become the owners 
of utilities in the District now. 

Mr. Hamilton. No; I do not think so. 

Commissioner Brownlow. You would not abolish that portion 
of it? 

Mr. Hamilton. No. 

Commissioner Brownlow. I thought that was what was in your 
mind. 

Mr. Hamilton. I would abolish any prohibition of the right of the 
companies named in the bill to merge. 

Commissioner Brownlow. I thought that was it. 

Mr. Johnson. As applicable to this discussion, what do you mean 
by the word " foreign " ? 

Commissioner Brownlow. I did not mean anything applicable to 
this discussion, but the complete repeal of the La FoUette amend- 
ment would permit corporations organized in some other jurisdic- 
tion, perhaps, to acquire the stocks of utility corporations within the 
District of Columbia. 

Mr. Hamilton. That concludes all I have to say, except a very 
little on the question of voluntary merger which I am asked to 
speak about. That question is one that is just as difficult as any 
question that has been discussed here and probably a great donl 
more so. 
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Mr. Johnson. As a lawyer, let me ask you, Mr. Hamilton, what 
you think of the proposition of having the Potomac Electric Power 
Co. take over the street car company and instead of undertaking to 
repeal the law which prevents the street car company from taking 
over the power company. Have you looked into it far enough to 
say whether that could be done? 

Mr. Hamilton. I have not. 

Mr. Johnson. That would consolidate the two if that could be 
done? 

Mr. Hamilton. That would be a question that I expect Mr. Bar- 
ber, of the Washington Railway & Electric Co., would possibly be 
better able to answer than I. 

Now, what can be said about the question of the voluntary merger, 
provided that Congress has passed a law to make a voluntary merger 
possible? If you look at the question you have got to look at it 
frankly, fairly, and take into consideration very many conditions. 
We have this situation. In the first place, any voluntary merger 
must be a merger by the consent of the stockholders. The questin 
of a merger, a voluntary merger, so far as I know, has never been 
submitted to, or been passed upon by the stockholders, and so far 
as the stockholders of the Capital Traction Co. are concerned, I 
have never had any formal direction or even an expression of opin- 
ion except in very informal communications. I know that they are 
satisfied with their investment in the Capital Traction Co., that 
they are and have been throughout the years satisfied with the man- 
agement of their affairs. The company is the property of the stock- 
holders. I do not think there is any disposition on their part to do 
anything that might not save to them the security of their invest- 
ment as they now enjoy it. 

So far as the management or the managers of the company, the 
officers and the board, or a majority of them, are concerned, they 
feel that a merger, a unification of the lines, is a logical consumma- 
tion, and that the unification of the lines will bring to the general 
public possibly and probably a better direction; that it enables the 
Utilities Commission to give a more even application of the utility 
regulations and rules; that it makes possible and more certain the 
reasonableness of a uniform rate, a uniform fare ; that it makes more 
reasonably to be expected a consecutive uniform operation; that it 
gives to the company a stronger position; that the combination of 
the two companies well and safely directed is better than the dis- 
associated and probably sometimes antagonistic methods of operating 
the two companies; that there is always a trend of thought and 
conditions which have brought about in many cities and in most 
cities a consolidation of roads. It is a safer and a better thing even 
for the security holders, and the managers of the Capital Traction 
Co. have for years thought that if the interests of the stockholders 
could be properly safeguarded it would be a good thing for the 
interests of the Capital Traction Co. to merge with the Washington 
Railway & Electric Co., and were willing to attempt to negotiate a 
safe, reasonable plan of merger, certainly, to the point of submis- 
sion to the judgment of the stockholders, and that is all that any 
management could do, because they could not coerce stockholders, 
and could not compel them, nor would they advise them to risk 
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against their judgment the dangers of combination. That has been 
stated in general terms to have been the position of the Washington 
Railway & Electric Co. They have said that they would not oppose 
a merger. But we get nowhere when we say we are in favor of a 
merger, a theoretical merger. 

The Chairman. In your preliminary statement, Mr. Hamilton, 
you discussed the attitude of the stockholders of the Capital Trac- 
tion Co. and said that they were quite content with their investment. 

Mr. Hamilton. Just as I repeated it here ; yes, sir. 

The Chairman. Do you mean to infer from that that they would 
not consent to the merger? 

Mr. Hamilton. No, sir. I think I covered that just now when I 
said that I thought that they were entirely content with their present 
investment and its direction and management; that they had never 
had put before them the question of what they would do, because no 
plan, a reasonable plan for a merger, had ever been worked out for 
submission to them. 

The Chairman. They being the owners of a profitable piece of 
property, what inducement is there to have them take on an un- 
prontable piece? 

Mr. Hamilton. Little or none, imless in a merger they would feel 
secured and certain that they were safeguarded in the value of their 
security and its direction and usefulness. I believe that every stock- 
holder in considering the question of a merger views it first from the 
selfish view of his own interest, and, second, the view of the general 
public good, and, third, the view of the value of his present security. 
I think that all those questions would enter into his conclusions. 

The Chairman. Taking those points all into consideration, can 
you, in your mind, see anything that would be likely to induce the 
owners of the Capital Traction Co. to merge with the Washington 
Railway & Electric Co. ? 

Mr. Hamilton. Yes. 

The Chairman. What? 

Mr. Hamilton. I think, in the first place, that if there could be 
arrived at a definite, fixed value of these properties that it would 
give to the sound judgment and business sense of both companies an 
incentive to operate for their best benefit and the best security. I 
tliink that the greater the prosperity of the two companies is the 
nearer they would be to such a conclusion. 

The Chairman. Do jou think it is at all probable that such an^ 
agreement could be arrived at? 

Mr. Hamilton. I say it is possible. 

The Chairman. You would not say it is at all probable ? 

Mr. Hamilton. I would not like to give an opinion where there- 
is an unknown quantity, which is absolutely unknown, in the will 
and determination of the stockholders. But I have thought this, 
nnd there has been a great deal in the past, a great deal of informal 
talk, as stated by Mr. Ham, of a merger. There have been even con- 
sultations between officers in regard to a merger. Nothing definite 
]\\\B come from it, and I think that the only reason was that the view- 
point of the two companies was different. Certainly, the Capital 
Traction Co., insisted, and would insist in any negotiations for a 
voluntary merger that the relative earnings value of the two com- 
panies should be a factor in the determination, and a large factor. 
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I think that in the past, and I am only speaking of the past, because 
I have been president of the Capital Traction Co. during three and 
part of four administrations of the Washington Eailway & Electric 
Co., and in conversations with former presidents I got the idea that 
their view was rather that the par value of the stock should de- 
termine the base of the negotiations. 

The Chairman. Do you see anything that would lead you to be- 
lieve that the viewpoint of the two companies is going to be changed ? 

Mr. Hamilton. I do not, because there have been no very recent 
negotiations. I do think that the business sense of the two com- 
panies ought to point thie way, and I think that so far as I am con- 
cerned or the Capital Traction is concerned I would be glad to see it, 
if a reasonable base of merger could be arrived at, which would give 
due regard to tlie values of both properties and security to both 
stockholders of both companies. I think that might be tried by 
representatives from the two companies, and a representative from 
the public, because I think that the public is interested in it, and so 
far as I am concerned, I am willing to make an effort to get at a 
probable basis of merger, and a safe basis of merger to be submitted 
respectively to the stockholders of the two companies. That is 
always one of the things that must be borne in mind, that the ques- 
tion of voluntary merger is not what I think or feel, but what a 
majority of the stockholders of both sides would feel and do. 

The Chairman. This does not pertain so much to the question of 
the merger, but I do not want you to get through with your statement 
without getting your views on this question. I take it that you do not 
think it would be fair to the riders of the Capital Traction line to 
have their fares further increased ? 

Mr. Hamilton. Under present conditions, no ; I do not. 

The Chairman. I take it that you do think that the Washington 
Railway & Electric Co. ought to be allowed more than it is now 
receiving. I also take it that you do not think that it is a practicable 
proposition to charge more to ride on one line than is charged to ride 
on the other. Taking those conditions all into consideration, what 
is your solution of the problem ? 

Mr. HAMimt)N. What problem — ^the merger, taxation, or what? 

The Chairman. The problem of trying to work out a reasonable 
solution of the street car situation in the city of Washington. 

Mr. Hamilton. I think that we have the authority here of CoL 
Kutz for saying that the Washington Railway & Electric Co. was 
giving, all things considered, a good service and was endeavoring to 
serve well the public. I think that, taking that as a basis, as a start- 
ing point, that Congress should endeavor to give relief in their pres- 
ent need, to give relief to that company. I think, as I have stated 
before, that the relief that could be given them without further 
increasing the fares of the Capital Traction Co. could be brought 
about by treating the Washington Railway & Electric Co. and the 
Potomac Electric Power Co. in the sense that was intended by the 
Senate. I think that that would give the greatest measure of relief 
applied to the present condition and would impose upon the people 
the lesser burden. 

The Chairman. Would you leave the existing relations between the 
different companies exactly as they are? 
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Mr. Hamilton. I would leave them exactly as they are to be worked 
out, as all conditions of this sort will ultimately be worked out — ^to be 
worked out by the good business sense and business judgment of the 
two companies. I believe that as long as both companies continue to 
do what the ultilities commission says that they are doing that the 
conditions should be left to them to work out. 

The Chairman. You think that Congress should allow the two 
systems to operate here in the District of Columbia paralleling each 
other very largely just as long as the two systems see fit to do it? 

Mr. Hamilton. I think that Congress should encourage a differ- 
ent thing, but that they should allow it. They have created these 
conditions. They should allow them as long as they are doing sepa- 
rately what the Utilities Commission say that they are doing and 
haA^e been doing, certainly, since the beginning of the war, giving 
good service and are endeavoring to meet in every respect the require- 
ments of the public. 

The Chairman. The only thing that you think ought to be done, 
] if I get your conclusion correctly, is to accept the theory of former 

'! Commissioner Gardiner, and allow the Potomac Electric Power Co. 

to charge 10 cents per kilowat hour for its power and electricity. 

Mr. Hamilton. I do not say, Mr. Chairman, that that is the only 
thing that should be done. I say that seems to me to be the most ad- 
visable thing to do under present conditions. 

The Chairman. Do you say that is the only thing, or do you say 
that ought to be done. 

Mr. Hamilton. That is something that I am not in a position to 
answer. I am here asking nothing and claiming nothing except to 
be dealt with fairly and with protecton to the rights of those 
that I represent. I am entitled to all that the Constitution and laws 
of this land allow. 

Take the condition of the Washington Railway & Electric Co. 
Their stockholders may be very much opposed to the merger on the 
line that I suggest because their road is, as Mr. Ham stated, in need 
of present assistance, and a forced combination under those condi- 
tions would not be attractive to men who put $100 into a share of 
stock and that share is now below $50 and receiving no return or 
dividends whatever. But I do think that if something is done by 
Congress to relieve the present situation of the Washington Railway 
& Electric Co. and to improve that situation, I do believe, as it has 
been done in other places without coercive direction, a merger may 
be worked out to the mutual benefit of both companies. I think the 
people are mistaken in thinking, as a good many of them assert, 
that consolidation would carry them back to the 5-cent fare, or six 
tickets for a quarter. I think they will find that even under con- 
solidation the fares will not be materially reduced below the present 
charge. Conditions point that way. If you look at any city in any 
State in this Union where the people wish consolidation the sense 
of the companies compels an eventual comj)liance with that wish, be- 
(^ause we are dependent upon the good will of the people for con- 
tinued prosperity and operation. I do think that the best thing that 
yf)U could do, wnatever else is done, that one of the things that you 
should do would be to pass a serviceable bill for a merger, a merger 
along the lines indicated. I think that could be done. Up to the 
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present, discussion by our companies of a merger has been academic. 
We should be in a position to come to some conclusion, definite and 
useful to the companies and to the public. If we had a permissive 
bill I think it would do very much to solve the question. 

The Chairman. Are there any members of the committee who 
wish to ask any further questions ? 

(Thereupon at 1 o'clock p. m. the committee adjourned to meet at 
10 o'clock to-morrow, Thursday morning, February 19, 1920.) 



c0mmitn.e on the district of columbia, 

House of Representatives, 
Washington^ Z>. C, Thursday^ February 19^ 1920. 

The committee this day met, Hon. Carl E. Mapes (chairman) pre- 
siding. 

The Chairman. The committee will come to order. Mr. Hanna, I 
believe, will address the committee this morning. 

STATEMENT OF ME. JOHN H. HANNA, VICE PEESIDENT AND GEN- 
ERAL MANAOEB, CAPITAL TRACTION CO., WASHINGTON, D. C. 

Mr. Hanna. Mr. Chairman, the field has been quite thoroughly 
covered in the discussion of this matter which is the subject of the 
Mapes bill, and I only wish to bring out certain points that have 
occurred from listening to the testimony and to answer any ques- 
tions as to the actual operations of the Capital Traction Co. which 
the committee may desire to ask. 

It seems to me that the vital matter in this whole discussion,, 
which has covered a very broad field, is the question of the merger 
of the two companies, which is the apparent desire of the committee 
and is the desire of the people of Washington, and unquestionably 
would bring about a much oetter condition generally, from many 
points of view. 

When Mr. Hamilton spoke of this question in the closing parts of 
his statement yesterday he did not have before him some memoranda 
which had been drawn up, and which he has handed to riie this morn- 
ing, and I would like to refer to some of the things in that memo^ 
randa which he would have done yesterday. 

The Capital Traction Co. has been referred to in the press, and I 
believe it is thought in the minds of many people that the Capital 
Traction Co.'s attitude is the principal obstacle in the way of a 
merger to-day. The management of the Capital Traction Co. does 
not believe that that is a just accusation. As Mr. Hamilton very 
clearly stated, some of the stockholders have expressed a decided 
opposition to a merger, and a perfectly natural one, under the con^ 
ditions, but the company itself has never hesitated to make its posi- 
tion clear, and that position is stated in a letter from Mr. Hamilton 
to Mr. Clayton, chairman of the utilities committee of the Federa- 
tion of Citizens' Associations, briefly and clearly, and with your per- 
mission I would like to read into the record that letter : 

The question of the unification or merger of the street railway companies of 
Washington is one of interest and importance to the public and to the security- 
holders of the companies. The management of the Capital Traction Co. has 
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never opposed, but on the contrary is on record in the expression of a view 
favorable to a merger by agreement, fair and protective to its security liolders 
and to the public, and providing a sound and safe direction. 

The difficulties in reaching a fair basis of merger are many and great. These 
grow out of differences between the companies in mileage, in territory occu- 
pied, equipment, upkeep, earning capacity, management, and otlier inequalities. 
They are, however, in my opinion, difficulties that may be overcome, and over- 
come more certainly and more usefully by the stockholders through the appli- 
cation of sound judgment and business sense than through compulsion in the 
direction of public ownership, or through tax provisions which, apparently, 
sound in principle, are sought to be enacted to penalize one company for the 
benefit of another. 

Mr. BuRDiCK. When was that written? 

Mr. Hanna. The date of this is January 24, 1920. 

The matter of the consideration of this bill and the consideration 
of the general proposition of a merger was formally acted- on by the 
board of directors of the Capital Traction Co., and the position, as 
stated in the letter I have just read, was approved by the board this 
year. At the same time an outline was made up of the principles 
which cover such a merger, and it was approved. The statement of 
those principles is as follows : 

First. A merger should include the entire property of both com- 
panies, the lines within and without the District of Columbia and 
the Potomac Electric Power Co. 

Second. The relative earning value or exchange value of the com- 
panies should be the basis of merger. 

Third. It should include a provision for service at cost in order 
tliat the rate of fare may be automatically adjusted to conditions. 

Fourth. An exemption from all municipal taxes except tax on real 
estate and perhaps a part of the paving tax. 

I will discuss that matter of taxation more fully later. 

Fifth. A management that would command the confidence of the 
public and of the security holders, in which management the public 
should have representation. 

Sixth. In the negotiations for such merger by the companies the 
public should have a representative. 

Seventh. The plan of merger so worked out and approved by the 
Commissioners of the District of Columbia should be submitted to 
the stockholders of the respective companies, and when passed upon 
by the stockholders, their action in the premises should be reported 
back to the commissioners — Congress to empower by act the com- 
missioners to authorize a proper merger, and that act should contain 
a provision for the acquisition of the six)ck of the minority by con- 
demnation and payment of fair value. 

Merger is in effect a sale, and the use or earning value of the prop- 
erty should determine. 

Mr. Johnson. Do you suggest any time within which that should 
be done? 

Mr. Hanna. Suggest what should be done, Mr. Johnson? 

Mr. Johnson. The things you just enumerated. 

Mr. Hanna. No definite time, but in our opinion all of those va- 
rious elements should be taken care of as soon as possible; that is, 
as soon as the mererer is brought about. It is not meant that tlie 
companies should be merged, and then these various things done. 
Presumably, the sooner a merger can be brought about the sooner 
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conditions can be bettered to the extent that a merger will better 
ihem, and the sooner the public will get the benefit. 

Mr. Johnson. It just occurred to me that the submission to the 
stockholders might take a considerable length of time, and you 
might run along indefinitely without a merger. 

Mr. Hanna. The order of action, as outlined here, is a little ques- 
tionable, in my mind. I should think that practically the thing to 
do would be first, to provide for conferences between the representa- 
tives of the companies and a representative of the public ; that if an 
agreement can be had as to values and other conditions, that that 
should be the basis of legislation. It would be useless to get the 
approval of the stockholders to something that would be illegal and 
that would not be approved by the public and the public's repre- 
sentatives. 

Mr. BoMJUE. Has there ever been any conference between the rep- 
resentatives of the respective companies with a view to a merger? 

Mr. Hanna. Two years ago there were very many conferences 
with a view to a merger. Those conferences were inaugurated by the 
Washington Railway & Electric Co., whose board passed a resolution 
appointing a committee and suggesting that we do the same thing. 
A similar committee was appointed by the Capital Traction Co.'s 
board, and a number of conferences held. There was no agreement 
reached, because, first, there was naturally a very wide difference 
between the views of the representatives of the two companies as to 
the relative values of those companies. That would always be the 
case in the first place. In the second place, the negotiations were 
hampered by the fact that there was no legal authority to bring 
about such a merger if it should be agreed to ; and third, by the very 
great uncertainty which rests upon the whole situation to-day, from 
the fact that the commission at that time was establishing the fair 
values of these two companies. 

Since that time those values have been announced, in so far as the 
commission itself has determined them, and they are both now in liti- 
gation, and that litigation will consume a very considerable period 
of time. I do not believe that any reasonable settlement of this mat- 
ter can be affected without some agreement as to valuation, and that 
that, after all, is perhaps the fundamental thing in this whole busi- 
ness. The commission have established a fair value for the Capital 
Traction Co., and another fair value for the Potomac Electric Power 
Co., and another for the Washington Railway & Electric Co., and 
their subsidiary railway companies. Each of the companies has ap- 
pealed that finding, and each of them has good reason to believe that 
their appeal will be sustained. The action of the courts can not be 
foreseen. They may approve the finding of the conmiission. They 
may approve the finding of the companies. They may compromise 
between the two. They may, for example, allow the Capital Traction 
Co., say, 50 or 60 per cent of what they are asking. They may allow 
the Washington Railway & Electric Co. more or less. The whole 
matter is so uncertain to-day, and the fact that the final return to 
be 'earned must be based on the final value, as adjudicated by the 
courts, presents an almost insurmountable obstacle to any definite set- 
tlement of this matter. 

163242— 20— PT 4 5 
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The reasonable thing to do, if it is possible, and I believe it is 
possible, is to do what has been done in other cities where similar 
questions have been brought up, and that is an agreement as to value. 
It was done in Cleveland when that settlement occurred a good 
many years ago. It was recently done in Cincinnati; it was done 
in Youngstown, Montreal, ai>d other places. 

Mr. RoMJUE. What would you suggest as to the first practical 
steps to be taken between the two companies looking to a voluntary 
merger ? 

Mr. Hanna. What I stated a few moments ago, a conference be- 
tween committees appointed by the directors of those two companies, 
and our suggestion is that the public be a party to those conferences, 
particularly in view of the fact that any agreement which the com- 
panies might make would necessarily be subject to the approval of 
the Public Utilities Commission and to the final approval of Con- 
gress, because th^re is no use attempting to settle this matter, unless 
it is settled legally and fully and once for all. Such a settlement, 
when it is possible, would entirely reliave the situation. 

Mr. RoMJtnG. How would you suggest that the public's representa- 
tive be created, and what authority would he have, in your opinion? 

Mr. Hanna. The principal function of the representative of the 
public in this case would be in the matter of value, I should say, 
and the Public Utilities Commission has fixed a fair value. Pre- 
sumably they would have the power to compromise the value which 
they have fixed with the companies, if such an arrangement could 
be made. There are very great difficulties. The commission has 
stated that, in their opinion, the value which they have fixed is a 
value for rate-making purposes, and is a distinct thing from a value 
for exchange purposes. We disagree with them in that josition, 
but it is possible that a compromise could be arranged, nevertheless. 
Col. Kutz has stated here that the value fixed by the commission 
was a rate-maJiing value, and that the values to be taken into con- 
sideration in a merger would naturally be such as would consider 
the relative earning values of the companies. 

A merger is a sale. There is no distinction at all, in my mind, 
between a merger and a sale, as an actual proposition. A stock- 
holder of a company in a merger exchanges his securities for stock 
in another company, and it is the same as a sale for cash. He has 
got to take into consideration not only what he considers is the 
value of his present security, but he has got to make a pretty good 
guess as to what the value of the security he is offered is going to 
be. It is a more difficult sort of sale than if it was a cash sale, but 
nevertheless, it is barter and trade, and the only value that I know 
anything about that is considered in a trade is the actual worth or 
earning value. The only value you have in a piece of personal 
property or in a house is what that property is going to bring you 
either now or in the future. That is true of any sort of property, 
and it is true of this. It does not mean that a definite capitaliza- 
tion of the present earnings of a company should be taken into con- 
sideration. I do not mean that at all, because what are earnings 
io-day might be different from what they were yesterday or what 
<hey are to-morrow, but the question of the relative earning value 
is the important one, from the point of view of the security holder, 
and it is the proper and just one. 
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Mr. Hanna. The metier? 

The Chairman. Yes. 

Mr. Hanna. Well, I stated that before, but I will repeat it: By 
conferences to be held between the representatives of the companies 
and the public, the object of those conferences to be to determine the 
terms of the merger, the conditions of the future management, and 
principally the relative and total values. 

The Chairman. Who is going to take the initiative in having those 
conferences ? 

Mr. Hanna. The Public Utilities Commission could take it very 
easily, or I think either company would be willing. I do not think 
it makes much difference who takes the initiative. There is no dis- 
position on anybody's part 

The Chairman. Has anybody shown any disposition to take the 
first step? 

Mr. Hanna. As long as the thing is at present illegal, why should 
they until there is some indication that those legal barriers will be 
removed ? 

The Chairman. That is not a direct answer to the question. 

Mr. Hanna. No; no one has taken it yet — I will answer it directly, 
Mr. Chairman — not for about two years. But there has been no 
opinion expressed here by the representatives of either companv in- 
dicating that they would have any objections whatever to entering 
into such negotiations. 

When you speak of the benefits to be obtained by a merger, I do 
not belive that one of those benefits will be a reduction of the present 
rate of fare. 

Mr. Johnson. You have made seven suggestions which, in your 
judgment, should be embodied in a plan of merger. The third one 
of those is: "It should include a provision for service at cost, in 
order that the rate of fare may be automatically adjusted to condi- 
tions." I wish you would please explain just exactly what you mean 
by the expression, " service at cost." 

Mr. Hanna. The term " sei'vice at cost " has been used to apply t<^ 
certain agreements which have been brought about in a number of 
cities in this country. The first one, I think, was at Cleveland, and 
probably the best known. Since that time similar agreements have 
been had and are now in operation in a number of other cities, Cin- 
cinnati being one of the latest. 

Mr. Johnson. Wliat items would be included in the cost? 

Mr. Hanna. In the cost are included, first, the actual operating 
costs, labor, and materials; second, the taxes; third, a return on the 
value of the company. 

Mr. Johnson. That is what I am getting at; what return would 
you call actual cost? 

Mr. Hanna. That varies in different places, and should be, in my 
opinion, if possible, and I think it is possible, variable, depending 
upon efficient management, and, to a certain extent, upon the rate of 
fare.* ♦' 

Mr. Johnson. Who would be the final arbiter in determining what 
return to the stockholders was cost ? 

Mr. Hanna. In the Cincinnati agreement the rate of return, or the 
amount of return in that case, the total amount of return, is a certain 
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amount for a 6-cent fai*e, a greater aiuoim^ for a lower fare, and a 
losser amount for a higher fare. 

Mr. Johnson. What does that yield? 

Mr. Hanna. I do not know what it does in Cincinnati. The terms 
of that agreement do not actually find the values, but they fix cer- 
tain definite rentals for leased lines, and ceiiain definite returns for 
(liffeient securities that were outstanding, so that it is a more compli- 
cated proi)osition than it is in other places. In Cleveland, in the 
fii-st place, the ori^jinal rate of return was 6 per cent, and it is now 7 
per cent. It was increased on the 1st of January of this year to 7 
])vr cent, although the contract did not provide for any such in- 
crease. 

Ml*. Johnson. Without legislation fixing a specific dividend, the 
c^ompany itself could determine that per cent of dividends and call it 
cost ? 

Mr. IIanna. Xo, indeed. It would be the actual return, over the 
nctnal operating expenses of the companies. 

Mr. Johnson. I am talking about what you propose to do. 

Mr. IIanna. We propose that the legislaton itself shall fix what 
that actual i^eturn is. It would not be a service at cost plan, if the 
(roiimany were left free. 

Ml*. Johnson. Then you would authorize the fixing of fares to 
guarantee your stockholders a fixed return? 

Mr. IIanna. Practically; yes, sir. The actual machinery by which 
these things are worked out is this, that, in the first place, a fund is 
cslablished, furnished by the company, that acts as a flywheel. All 
earnings go into that fund, all net earnings, after the payment of 
op(»ratng expenses and taxes. The return on the investment is paid 
from that fund. If that fund gets beyond a ^iven point, the fare is 
automatically dropped; if it gets below a given point, the fare is 
automatically increased. It does away with the very embarrassing 
and trying hearings that have been held from time to time, and it 
does away with a very considerable lag in time between the actual 
beginning of the deficit and the relief from that deficit, and that 
really is the most serious part of this whole situation, the fact that 
under present conditions, with public utility commission regulation, 
lu'cessarily the companies must be facing a deficit before they can 
apply for relief, and necessarily it takes some time to settle upon 
what tluit relief shall be. In some instances, the Public Utilities 
(\)mniission has been very prompt, and in others they have taken a 
good while to give the relief which the Washington Railway & Elec- 
tric Co. has asked. We have onlv asked relief once, and that was 
given quite promptly. 

Mr. Johnson. Your first suggestion — that is, the one recommend- 
ing a service at cost — would necessarily result in a guaranteed divi- 
dend? 

Mr. Hanna. Practically so; yes, sir; or a guaranteed return on 
investment. 

Mr. Johnson. It is the same thing, is it not? ^ 

Mr. Hanna. Yes, sir. It might be, or it might' not. 

Mr. Johnson. Your fourth suggestion is exemption from all 
nuinicipal taxes, except tax on real estate and perhaps a part of 
the paving tax. How do you reason that the property of this com- 
pany should be exempt from municipal taxes? 
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Mr. Hanna. Mr. Johnson, I stated when I read that that I wished 
to discuss that particular phase of the question later, and I do not 
believe that our company is exactly in line with this particular pro- 
vision. My own opinion with respect to taxes on public utilities 
is this, that the ownei*s of public utilities are entitled to a fair return 
on the value of the investment which they have put in. 

Mr. Johnson. You also insist that that shall be guaranteed to 
them? 

Mr. Hanna. I think they are entitled to it. As long as they are 
compelled to furnish the.servdce and are limited by the maximum 
return which they can earn, they should have some assurance that 
they will get the minimum return; otherwise they can not continue 
to do business. 

Mr. Johnson. Would you favor extending that principle to any 
other business? 

Mr. Hanna. No, sir. 

Mr. Johnson. Why not? 

Mr. Hanna. Because in other businesses there is no limit to their 
return. They sell their goods in a mercantile business at the market 
price. There is no regulation as to the actual price at which they 
shall sell their goods. 

Mr. Johnson. I apprehend, however, that you do favor that prin- 
ciple of a guaranteed return, in respect to all public utilities? 

Mr. Hanna. Yes, sir; I do believe that a public utility which 
has certain duties to perform, and which is limited in the total rate 
of return which it can earn, should have some assurance that it can 
earn at least a living rate of return, because otherwise money will 
not go into these utilities and their operation will eventually cease. 
That guaranteed rate of return should last as long as its operations 
continued. If, for example, it were possible that a change in con- 
ditions should come so that the need of the utility was no longer 
appal'cnt, and the public could do without this service, the public, 
of course, would then no longer guarantee the return. But as long 
as the service is being furnished, and the public needs the service 
and demands the service, the people who furnish that service should 
be paid for it. 

^ow, if you are going to regulate the rates by legislative direc- 
tion, either directly through action of the legislature or Congress, 
or through the intermediary of a commission, there must be some 
assurance — it may not be a definite guaranteed return — but there 
must be some assurance that the man who is asked to put money 
into these securities is going to get paid for that money, and that the 
people that operate the roads are going to get enough money to pay 
for the cost of operation. 

Mr. Johnson. Would you have any restrictions upon the overhead 
charges? 

Mr. Hanna. Certainly. 

Mr. Johnson. You did not suggest that. 

Mr. Hanna. The details of a service-at-cost plan would cover the 
actual cost of operation 

Mr. Johnson. They would cover the actual cost of operation, but 
my question was as to whether you would suggest the incorporation 
of a provision which would keep well within hand the overhead 
charges ? 
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Mr. Hanna. Absolutely. The operation of such a plan as this is 
under the veiy close supervision of the public through its representa- 
tives. The method by which it is done, as far as operating costs 
are concerned, is this: That not only is there a fixed sum for the 
payment of interest but there is a definite allowance for operating 
costs and for maintenance and for different elements that go into the 
total cost of operation, usually on a car-mileage basis, and that al- 
lowance can not be exceeded without the authority of the regulating 
body, and there is provision in these plans for arbitration in the 
case of lack of agreement between the regulating body and the 
company. 

In Cleveland and these other places that is done regularly. Take 
the period of the last three years; with the very rapid increase of 
costs, of course, it has been necessary to increase the allowance per 
car-mile for operating costs. Yqu could not continue to do business 
otherwise. That is done in several ways. Either a budget is made 
up, and the companies are not allowed to exceed that budget without 
definite authority, or else tliere are funds provided for the cost of 
operation, and another fund for maintenance, and monthly amounts 
put into that fund, and the actual expenditure charged against it; 
with the understanding that when those funds get above or below 
a cei-tain point suitable adjustments in the monthly credits to the 
fund shall be made under the direct control and subject to the direct 
approval of the public's representative. In most cases, I think in 
all cases, where these principles are in force, instead of a conmiis- 
sion there is a commissioner, a single man, who spends his whole 
time on it and who is a man who has knowledge of the industry 
and who has to do with every detail of operation. He decides or has 
the approval or disapproval of every piece of equipment that is 
bought. 

Mr. Johnson. Is there any appeal from him? 

Mr. Hanna. Yes, sir. 

Mr. Johnson. To what? 

Mr. Hanna. In some instances to a board of arbitration, the de- 
f! tails of which are particularly specified; in other instances to the 

courts. Of course, there would have to be some appeal, because 
otherwise too much power would be put in the hands of one man. 

Mr. Johnson. That is the reason I asked the question. 

Mr. Hanna. Actually, I think it has worked out very satisfactorily. 

Mr. Johnson. Wh^ft particular plan is that, the Cincinnati plan 
or the Cleveland plan? 

Mr. Hanna. Those provisions apply to all of those plans. 

Mr. ZiHLMAN. What is the fixed rate of return in Cincinnati ? 

Mr. Hanna. I do not know positively about Cincinnati, in Cleve- 
land there is a 7 per cent return at present. There it is a fixed rate; 
there is no sliding scale to it. I think a sliding scale is a difficult 
thing to work out, but if it can be done it is a very decided advantage 
all around, because it encourages an efficient operation. But it is not 
an easy thing to satisfactorily adjust. 

Now, to get back to the question of taxes. My opinion is that it 
is not for the companies to state, but for the public to state and the 
public's representatives to state how much taxes a public utilities 
company should pay, and the manner in which those taxes should 
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be assessed. If it is the opinion of the representatives of the public, 
either in Congi*ess or in a commission, in this case in Congress, which 
has the sole power of changing the rate of taxation, that the car 
riders should be exempt from taxation except such as they pay di- 
rectly, why, it is entirely proper to repeal all of these tax provisions, 
but it is not a matter, in the last analysis, for the companies to de- 
cide, because the car riders, the people that ride on the cars, are 
the ones that pay those taxes, particularly under the proposed plan 
they pay them directly, and the amount of those taxes will have a 
very important effect on ■ the rate of fare those people will pay 
directly. 

Mr. Johnson. In your suggestions, you do not suggest the exemp- 
tion from taxation on real estate ? What do you think of carrying 
the plan still further and exempting all real estate from taxation 
where it is used and useful for railroad purposes ? What is the dis- 
tinction between real estate that is necessary to the company, and 
personal property which is necessary to the company ? 

Mr. Hanna. As I just stated, this particular suggestion that is 
made here was merely an outline of what might be done, and not 
necessarily a suggestion as to what should be done, because we did 
not feel that it was the function of the company to do any more than 
state its opinions on those things, and our opinion was that it would 
be wise to curtail the amount of taxes that are at present paid, to a 
certain extent. 

Mr. Johnson. Your reason, however, would apply just as much to 
real estate as to various equipment? 

Mr. Hanna. Yes, sir; just as well to one as to the other. At the 
present time there are several forms of taxation which we have to 
pay ; first, the real estate tax, which is exactly on the same basis as 
other property holders, for real estate and improvements on real 
estate ; second, we pay 4 per cent of the gross earnings which, as I 
have always understood it, is in lieu of other personal taxes and ap- 
proximately represents what would be the tax on the other personal 
property. I have never figured that out to know whether it is high 
or low. I do not believe that the present taxes that we pay are unduly 
high in that respect. Then we pay a Federal income tax and a capital 
stock tax, which are Federal taxes, pure and simple, and are outside 
of this discussion, I presume. 

Then we pay this crossing policemen's tax that has been referred to 
and as far as I have been able to find out has no defense. It is a tax 
that was imposed some years ago when the impression was that things 
of this sort were burdens not upon the car rider but upon the com- 
pany. It was a tax that was assessed in the days of a rate of fare 
fixed by legislative direction, that presumably had no particular ref- 
erence to the cost of furnishing the service, and I do not think there 
is any question that such a tax should be eliminated, because it has 
no bearing whatever upon this matter. It is simply the imposition 
on the companies of a part of the cost of operating the police force of 
the District of Columbia. 

That same argument applies to certain parts of the paving charges 
which we now pay. Our paving expense is not charged on our books 
as a tax. It is a part of our operating costs. But while the claim has 
been made in many cities that all paving charges should be remitted 
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and the company should not be compelled to pay any of them, I do 
not know that I can agi*ee with that. I rather agi-ee with Mr. Ham's 
view that the maintenance of pavement, or at least part of it, should 
be paid for by the companies as a matter of actual justice. Certainly 
when we repair the tracks and take up the pavement we should replace 
it. When I say " we " I am referring now to the company and to the 
people that ride on the cars, because they have to pay it. But when 
it comes to repaving a street or paving anew a street and chan^intr 
the gi^ade, which is usually done, a very large expense is involved, and 
in the past the companies have had to pay that — ^the car riders have 
had to pay it without any return. 

Mr. Johnson. In the laying ot new streets the work around the 
street car tracks makes the construction more expensive than if the 
street car track was not there, does it not? 

Mi\ Hanna. In laying a new pavement on a street on which street 
car tracks exist; is that what you have in mind? 

Mr. Johnson. Yes. 

Mr. Hanna. Under the present law the companies pay the entire 
cost of the pavement in and between the tracks and for a space of 
2 feet exterior to the outside rails. 

Mr. Johnson. Mr. Ham suggested that the street car company 
should not be required to pay any of that. 

Mr. Hanna. I do not think they should. 

Mr. Johnson. The purpose of my inquiry is to ascertain whether 
or not the presence of the street car tracks makes the street construc- 
tion more expensive. 

Mr. Hanna. No. 

Mr. Johnson. Are you not mistaken about that? 

Mr. Hanna. I should think it would make it less expensive. 

Mr. Johnson. You are bound to be mistaken about that. 

Mr. Hanna. I do not think so, Mr. Johnson, and I will tell you 
why. A pavement, as laid by the city, consists of two parts, or there 
are more than that. The work incident to the laying of a pavement 
is, first, the excavation, the preparation for it; second, the laying of a 
concrete base ; and, third, the pavement on top of that base. Where 
a track is laid the second element entirely disappears, because the 
concrete base is a part of the track construction itself, and it is a very 
important part of the cost. The excavation, of course, would be more 
in and about the tracks than it would be outside, but the actual laying 
of the pavement would not be any more. 

Mr. Johnson. Would not the cost of the top, the asphalt, or what- 
ever they use, be more? 

Mr. Hanna. Xo; the cost of the surface construction would be less, 
because of the fact that the cast-iron manholes and the rails of the 
tracks themselves take up a very considerable part of their area. 

Mr. Johnson. I am not any expert at all, but that is just where I 
thought the extra expense would come, the extra time it would take 
to fit the pavement around these manholes in the tracks. 

Mr. Hanna. In the case of asphalt pavement, which is the kind 
usually laid here, or something similar to that, there would be some 
slight additional expense on account of that fact, but it would be — - 

Mr. Johnson. You think it would be only slight? 

Mr. Hanna. Comparatively slight. It would be much more than 
offset by the very considerable portion of the area that is covered 
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by the actual track construction in the conduit system. In the over- 
head trolley system, where there are no manholes but only two nar- 
row rails, there might be an extra expense, and probably would be. 
As a matter of fact, we pay the District contractor the same rate 
per square yard for laying asphalt pavement in the tracks as the 
District pays him for laying it outside of the tracks. The stuff is 
taken out of the wagon, spread down, and rolled. 

Mr. Johnson. But they do not roll it so economically. 

Mr. Hanna. They do not roll it so well. They can not put the 
heavy roller on the tracks, and it does not get as thorough a rolling 
as it does outside, and I imagine there is not very much difference 
in the actual cost of laying the pavement. I am quite sure that 
would be more than counterbalanced by the surface covered by the 
track, manholes, etc. ; that is, in the case of the conduit system. 

Mr. Johnson. My idea, of course, may be entirely wrong, but we 
will ask Col. Kutz about that later. 

Mr. Hanna. My views are simply the expression of an opinion. 
I never made any actual calculations on that subject. 

Mr. Johnson. I have not and could not. 

Mr. Hanna. I could, as I have the available data, and I am quite 
sure that my statement would be borne out by the facts. 

Mr. ZiHLMAN. As a matter of fact, you sxiy the contractor lays it 
for the railroad at the same rate as he lays it for the city? 

Mr. Hanna. Yes, sir; for the same rate per square yard. 

Mr. Johnson. As a matter of fact, the contractor lays the pavement 
for the citv, and the citv charges vou for it ? 

Mr. Hanna. Yes. Either that, or an arrangement by which we 
pay the same thing to the contractor direct. But it is paid for on 
the basis of the actual area laid, which excludes these manholes and 
rails. But I think the elimination of part of the paving surface 
itself would certainly more than counteract the additional cost of 
laying it, and that is a very important part of the total cost, in the 
case of asphalt pavement. In the cast of block pavement the con- 
ditions miffht be different, because the actual labor of laying block 
pavement by hand on a street car track on which the cars are running 
is higher than it would be outside. There is no question in the 
world about that. The actual fact is that practically all of the pave- 
ments that have been laid recently on the car tracks in Washington 
have been some type of block pavement. The companies have 
adopted that, with the approval of the commission, because of the 
fact that it is more suited to the particular conditions, although it 
costs a good deal more money. 

Mr. Johnson. That is because of the vibration ? 

Mr. Hanna. It is because of the vibration and the fact that the 
blocks can be taken up and relaid in case of repair. But that whole 
question is one about which I do not believe there is ajiy very great 
difference of opinion between the commission and ourselves. It 
simply resolves itself into the principle that I laid down a few 
mimites ago, that the amount of these charges is something that 
should be determined not by the companies but by the representa- 
tives of the public, because the public 'is going to pay. The same 
thing applies to the amount of personal tax that is going to be paid, 
or the amount of any sort of tax, and the amount of charges that 
should be made with things of this sort. 
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In Cleveland, under the service-at-cost plan, there is a definite 
charge, as I understand it. In other cities where a similar plan is 
in operation, there are different charges varying in different places. 
There are in certain cities other charges that the street railway com- 
panies have to pay. 

Mr. Johnson. You have at certain times referred to the representa- 
tive of the public. The Utilities Commission of the District of 
Columbia is made up of the commissioners of the District of Cohim- 
bia, who are the same, and the law requires that two of those shall 
be residents of the District of Columbia. Would not they be fairly 
termed representatives of the people? 

Mr. Hanna. I think that the three commissioners are representa- 
tives of the people. 

Mr. Johnson. And these two civilian commissioners particularly, 
because the engineer commissioner never resides here. 

Mr. Hanna. I do not think it matters where he resides to a man 
who is appointed as guardian of the public welfare. 

Mr. Johnson. I do not say he would not be, but I say the others 
would be more particular. 

Mr. Hanna. When I speak of the representatives of the public 
I usually refer to the Public Utilities Commission, imder the condi- 
tions that exist here to-day. 

Mr. Johnson. You would not mean, then, another board? 

Mr. Hanna. Xot necessarily. It would depend upon the condi- 
tions, and that is again a subject that Congress, would decide. 

Mr. Johnson. But you are helping this committee to decide that 
very question in a bill that may be drawn. 

Mr. Hanna. My own opinion in such a particular case is this, 
that it is probable that a single commissioner whose sole duties and 
sole time would be at the disposal of this work would give better 
results than the present arrangement. That has been found to be 
the case in other cities, and I believe it would be the case here. But 
I am by no means wedded to that view. 

Mr. BuRDiCK. You are talking now about a commission — after 
merger? 

Mr. Hanna. Yes, sir. ' 

Mr. BuRDiCK. And not of the representatives of the people on a 
plan for bringing about a merger? 

Mr. Hanna. No, sir. I have not specifically, referred to who 
should be the representatives of the people, because I think that is 
entirely a matter that should be decided by you gentlemen; and I 
do not think you need any advice from me or anybody else on it. It is 
merely a principle that the public are interested in this matter and 
should be represented in it. 

Mr. BuRDicK. Now, in the matter of bringing about the merger 
in which you say that the two companies should get together with 
representatives of the people, would you be in favor of having the 
Public Utilities Commission represent the people, in view of the | 
fact that they have already established a value? 

Mr. Hanna. I would say that that would be the natural selection. 

Mr. BuRDiCK. That would be the natural selection for that pur- 
pose? 

Mr. Hanna. Yes. I do not mean the commission, as a whole, but 
a representative from that commission. If my principle is to be 
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followed, the one that I have suggested, which embodies approval 
by the commission of a sort of compromise value, of course the com- 
mission are the ones that have to sanction such an agreement. 

Mr. Johnson. I suspect you are of the opinion that the Public 
ITtilities Commission has represented the people most too strongly 
in fixing valuations ? 

Mr. Hanna. Yes; that is one way of expressing it. I certainly 
do not agree with the valuation which the Public IJtilities Commis- 
sion has fixed as to the Capital Traction Co. 

Mr. Johnson. So, from the standpoint of the public, that the com- 
mission at least should be acceptable to the public? 

Mr. Hanna. I should think so; yes, sir. I doj^ot mean when I 
make that statement, however, Mr. Johnson, to imply that the com- 
mission has not been fair in its dealings in general. It has a dif- 
ferent point of view from ours, and it is perfectly natural that their 
opinion in these matters should be different from ours. Our rela- 
tions with the commission, however, since it has been formed have 
been in general very pleasant. 

Mr. Johnson. I am not raising that question. 

Mr. Hanna. I know, but I simply do not want my remarks to be 
misunderstood. 

While I am on the subject of taxation, I think it would be well 
to discuss a little bit the features of the scheme of taxation as pro- 
posed in the Mapes bill. The question as to whether taxes should 
be imposed upon gross earnings or upon net earnings is one that 
should be decided by Congress without any question. In principle, 
I believe that a tax on net income is better and fairer than a tax 
on gross revenue. It is the basis of the Federal income tax, and any 
income tax that I know anything aboiit. The present tax on gross 
earnings was simply a means of taxing personal property, as I un- 
derstand it, of the companies. I do not believe that the net income 
tax, as written into this bill, is fair, or would be a reasonable means 
of taxation. 

Mr. Johnson. Do you refer to the plan or to the rate ? 

Mr. Hanna. I mean the rate; not the plan. It would, in effect 
make it necessary for the car rider to pay directly 9 per cent of the 
value of the property in order that the security holder obtain the 
7 per cent which the commission has stated is, in their bpinion, a 
fair return under present conditions. 

Mr. Johnson. You have figured that out? 

Mr. Hanna. Yes, sir ; and I do not think it would be a fair bur- 
den to place upon the car rider. 

Mr. Johnson. Have you taken up that question with the commis- 
sion? 

Mr. Hanna. Only informally, and I understand that the commis- 
sion is not wedded to that particularly. 

Mr. Johnson. But do they agree with you as to your statement 
about the 9 per cent and the 7 per cent ? 

Mr. Hanna. It is a matter of actual figures. They can not help 
but agree with it. 

Col. KuTz. I included that in my statement. 

Mr. Hanna. In order to earn 7 per cent, between 6 and 7, you 
would get 50 per cent. Earning 7 would give you 6^, earning 8 
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you 64. and earning 9 would give you 7. As applied 
tions for last year, eliminating the present tax that thi^ 
i to eliminate, our operating income would have bi^en 
id the tax, under the new bill, would have been $159.tM)0 
184,000, which we actually paid. It would have left 
g income, after the payment of that tax. $1,116,000, 
it case, would have been about 7 per cent return on thi' 
' oui' pi-opeity. as lixed by the commission, but that is 
nor there. What actually hapjiened last year is simply 
« that hap]jened to be existing last year, and they are not 
ire existing to-day. 

application of the funds of that tax there has been a 
■ discussion, and I do not know that it is advisable to 
y fiirtlier. Mr. Hamilton very clearly stated his views. 

am entirely in harmony, that the mixture of part Gov- 
lei-ship and part private ownership would result in a 
lifficulties that aredifficult to be foreseen, and would not 
, any compensating advantages. 

lox. It would be difficult to scramble it, and very diffi- 
imble it t 
A. Yes; I think it would be. There would be a great 

that would be hard to handle. It would be much bet- 
if such a plan were to be followed, for that money to be 
e companies for exi>enditures, to be made subject, of 
' approval of the commission, rather than the eommis- 
ying the property, 
<ix. Would the company prefer to borrow from some- 

A. It would be loaned to the companies at a ver\- much 
n they would have to pay somebody else, because that 
Ivantage of the thing, to build these improvements at a 

the public than they otherwise would have to pay for 

ON. Tliat would be another way for the public to pay 

*. Yes. 

»N. By loaning money at a less rate of interest than the 

i.. Yes. That would be practically the only advantage 
)urse, there is one point that Col. Kutz brought out. 
lod one, and which I think ought not to be overlooked, 
rtain conditions it might be advisable to build tracks on 
?et for a definite purpose where there might not be a 
jed. If the Government built those tracks, at the end 
ation the Government would simply swallow the loss. 
•ly referred to the tracts that were suggested to be built 
last year. That is a rather dangerous practice. The 
might and probably would make some injudicious ex- 

1 do not believe that the car-riding public should 

ON, It would be a violation of precedent if it did not, 

I. As far as I know, yes. I do not think it would be a 
ng for the public to build facilities to meet a temporary 
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need unless they very carefully took into consideration what the 
total cost of those facilities was going to be to the people. It would, 
of course, depend upon the length of time they are going to be used. 

On the question of values we have spoken of the relative earning 
value of the companies as being the proper basis for a merger. As 
Mr. Hamilton stated yesterday, the difficulty has beei\ in the past 
negotiations a difficulty in arriving at an agreement between the 
two companies as to what those relative values were. Th^r are to 
a certain extent always reflected in the market values, not necessarily 
entirely or accurately. I do not think they are accurately repre- 
sented in this particular case to-day. The market value will probably 
come nearer giving the idea of the relative values than the par value. 
The par value sometimes means one thing and sometimes' it means 
another. 

The statement has been made as to the difference in these com- 
panies, and has been quite generally made that the only difference 
is in the location of the tracks of the respective companies in Wash- 
ington. It is, of course, perfectly obvious that the Washington 
Railway and Electric Co., with its large suburban mileage, as 
compared with ours, has an entirely different operating problem 
before it and would require a higher rate of fare to get the same re- 
turn on the actual money invested than we would. I do not think, 
though, and I am sure that it is not true, that the difference between 
the values of the properties is entirely one of location. The Wash- 
ington Railway & Electric Co. itself, without taking into considera- 
tion any of its subsidiaiy companies, has a system which is more 
comparable to the Capital Traction Co. than their combined prop- 
erties. Their total mileage is greater than ours, but they have a 
greater conduit mileage in the city proper. They have as many 
profitable lines as we have. 

Mr. Johnson. Speaking now of double track? 

Mr. Hanna. It does not make any difference with i^egard to the 
particular part of the property that I am talking about, because it 
is all double track in the city of Washington. I am now talking 
about that part of the track that is in the city proper, within the 
old boundaries. 

The Chairman. You are eliminating the subsidiary companies of 
the Washington Railway & Electric Co. ? 

Mr. Hanna. Yes. I do not mean to eliminate them in the con- 
sideration of this matter, but there are certain comparisons that I 
would like to make for that purpose. They have more conduit 
mileage and fully as much mileage in good territory. They have 
the two principal retail streets of F and G Streets, and their Ninth 
Street as compared with our Seventh, and they have the Connecticut 
Avenue line and the old Columbia line which runs from Fifteenth 
Street, the Treasury, out northeast. In that part of the system they 
have more mileage than we have. Their gross earnings for the 
year 1919 on the Washington Railway & Electric Co.'s lines only, 
are considerably less than ours. 

Mr. Johnson. On the city proper system? 

Mr. Hanna. On the city proper system, yes; I had no way of 
segregating the particular part of their earnings applying to the 
congested district, I am making a comparison between the Washing- 
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ton Railway & Electric Co. exclusive of subsidiaries, and our com- 
pany because that is nearer a comparative figure than if we took 
their whole system. As has been stated by the figures Mr. Ham 
gave, the revenue from their whole system was somewhat more than 
ours, but on the Washington Railway & Electric Co. itself their 
revenue was ^$3,754,000 as against oure of $4,516,000. 

The Chairman. I do not understand you there. I understood 
vou to say there was no way of separating the revenues of the Wash- 
ington Railway & Electric Co. proper from the 

Mr. Hanna. I did not make that clear. The Washington Rail- 
way & Electric Co. is a distinct organization and it has several sub- 
sidiary companies that are separate entities and are reported sep- 
arately. The Washington Railway & Electric Co. itself operates 
those linos that I spoSe of, including three or four, maybe more, 
lines that run out to the Bennings line and the Cabin John line and 
IJrightwood line which are all a part of that system. It does not 
include the Citv & Suburban or the line out to Laurel and Brook- 
land, nor the (jeorgetown-Tennallytown line. 

The Chair3iax. I understofKl vou to sav vou could not tell what 
the receipts were for any particular part of it. 

Mr. Hanna. I mean the down-town part of it. I am taking the 
total receipts of that company. 

The Chairman. The total receipts of the Washington Railwav & 
Electric Co.? 

Mr. Hanna. The company, not their system. 

The Chairman. As distinguished from the subsidiary lines? 

Mr. Hanna. Yes, sir. 

The Chairman. You are able, then, to tell what the receipts of 
that individual company are? 

Mr. Hanna. Yes; as thev are reported to Congress. There is a 
diffei'ence of about $800,000. 

The Chairman. I do not understand 

Mr. Hanna. What I am getting at? 



i'he Chairman. You say that you can not gives those receipts 
M'parately. 

Mr. Hanna. I mean that what I could not give separately is the 
})oiiion of the receipts that come from the actual congested part 
down town. I could not do that for our line nor for their line. I 
merely brought out the fact that they have in that particular part 
of the city, in the built-up, congested part of the town, as much 
|r track as we have. They have more outlying track, as much or more 

U'tickH as in the congested part of town. 

'I'liey have good pjaying lines, and so have we. The point I am 
;| trying to get at is simply this: That in spite of the fact that they 

yi; Intve as many heavy lines as we have — I think that is true — ^their 

ll'l r<* venue on their total system, which includes more outlying lines, is 

\i*>H than ours. Why is that? It can not be entirely a question of 
location. It must be something else. 

'ilie (Jhahiman. In the comparison given us you are taking into 
r^>nhid(*ration the outlying lines in the district or in the city which 
b«*long to the Washington Railway & Electric Co. proper? 

Mr. Hanna. Yeis, sir; I am talking about the gross revenue. It 
will iumi tliem more to operate that whole system than it will to op- 
vvtiUt ours, because they have more track mileage, more car mileage. 
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and everything else. There is no question about it. But the fact 
is that on these systems our gross revenue is more than theirs. That 
is, I think, a factor to be taken into consideration in comparing the 
values of these properties, in determining what makes this difference 
in values. My opinion is that that difference is due to a difference 
in the history of the companies from the beginning. 

The Chairman. You may have answered this, but I would like to 
a.sk it to make sure : Even though the Washington Railway & Elec- 
tric Co. has more mileage in the congested part of the city than you 
have 

Mr. Hanna. Or as much. 

The Chairman. Or as much; and more outlying mileage; still 
the receipts of the Capital Traction Co. are moi-e than the combined 
receipts of the Washington Railway & Electric Co. ? 

Mr. Hanna. Yes, sir; the Washington Railway & Electric Co. 
itself, without its subsidiary companies. I think that it is a differ- 
ence due to the difference in the histories of the companies. It is 
more due to that than to any difference in the present management. 
I am not referring to the present management at all. I think the 
Washington Railway & Electric Co. to-day has an excellent man- 
agement, and I say that from a very warm personal touch with 
them, because my own business throws me in daily contact witli 
those people, and our relations are very friendly, and I know, and 
I express the opinion as one who has been here a good many years, 
that their present management is good, and I know they have won- 
derfully improved their service, particularly in the last year or 
two, under very adverse conditions. But in the past there has been 
a difference in the management and the history, and when I say 
past, I am going away back to the beginning of the unification of 
that property, 20 years affo, not specifying any particular date, for 
instance; and it has resulted in our building up a traffic and build- 
ing a clientele that ig better than theirs, and 1 do not believe that 
you can gainsay that fact with these circumstances at all. 

Col. Kutz referred to the strike a few years ago, and, of course, 
that, as everyone knows, did have a very considerable effect, but 
1 do not think that is all. It was there before that strike. The Capi- 
tal Traction Co.'s revenues were in excess of the Washington Railway 
Sc Electric Co.'s by itself. And it is due to the fact that the Capital 
Traction Co. has had practically a unified organization, without 
any radical change in administration since its formation. I have 
been with the company myself for 26 years, and in that time I have 
served under two heads, Mr. George Dunlop and Mr. George Ham- 
ilton. 

The operating organization throughout is that sort. They are 
men who have been there practically all their business lives, and I 
know that there is a very decided value in a continuing, permanent 
organization of that sort. I think it is a value that this company 
has built up, that the security holders of this company have en- 
joyed, and which their wise selection of directors in the past has 
made possible, and I think that is a value which they are entitled 
to have considered to-day, without any question of a doubt, and 
that is the reason that the earning power is the proper measure of 
the value. There is another explanation of why that is true. The 
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Capital Traction Co. has been operated solely as a railroad busi- 
ness all these years. There has never been any attempt at juggling 
or at moving away from one ownership to another ownership. 

A great many of our stockholders have held the stock from the 
beginning, and they were men who originally held stock in the 
Washington-Georgetown Railroad Co., or the Rock Creek Railroad 
Co., before its formation, and I want to repeat that I anl not talk- 
ing about any difference in the present management at all. I have 
every respect for the present management of the Washington Rail- 
way & Electric Co., but I say that tliere has been in the past a very 
decided difference at certain periods, not any particular time, but 
at various times, and that that difference has made our property valu- 
able, and has made people ride on our line in preference to their 
line. They have gotten the habit of riding on our line when they 
might just as well ride on the other. 

The Fourteenth Street line and the Eleventh Street line are side 
by side, only two or three blocks apart, and feed the same territory. 
I do not know what the traffic on the Eleventh Street line is, but I 
do know that the Fourteenth Street line has the heaviest traffic of 
any street railroad that I haA'e any cognizance of, and it does not 
make any difference how many cars we operate over that road, they 
are just about as crowded during the rush hours. I had handed to 
me yesterday afternoon by our traffic department some very recent 
figures. 

The Chairman. That territory east of Ninth Street is not as well 
populated, is it, as it is on both sides of Fourteenth Street? 

Mr. Hanna. EavSt of Ninth Street; no; it is not. 

The Chairman. So that there would be less population in the 
Ninth Street line territory ? 

Mr. Hanna. Is not the fact that that population is there due in 
some respect to the service that has always been furnished on the 
Fourteenth Street line? The Fourteenth^ Street line in 1906 was 
extended from Park Eoad to Colorado Avenue, about a mile and 
three-quarters, and it is almost as solidly built up out there now 
as it is down town, except in certain places where 

The Chairman. I am not sure but what you are right about good 
will, but it does not seem to me that you have your point by com- 
parison between the Ninth Street line and the Fourteenth Street 
line. 

Mi\ Hanna. Eleventh Street, I said. 

The Chairman. Well, Eleventh Street. 

Mr. Hanna. I do not think so, either. They are not similar lines 
at all, but there is a certain definite comparison between the two 
lines. The Fourteenth Street line runs a great deal farther out and 
it covers a much larger field than the Eleventh Street line. I do 
not know what the Eleventh Street line does but I do not believe it 
hauls anything like as many people as the Fourteenth Street line. 
I am simply giving that as an example. It may not be a fair one. 

I do not want to state something about the Fourteenth Street line 
that has a bearing on something else that is important. I happen to 
have figures here which show that on the Fourteenth Street line, 
southbound, in the morning we carry in 15 minutes 2,900 passengers, 
and we have had ratings that will run up higher than that. That 
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is pretty near the limit of a street car line, I should say, and all 
the cars are overcrowded. There is no question about that. 

The Chairman. How many passengers, on an average, in the 15 
minutes, were carried on each car, would you say ? 

Mr. Hanna. You mean the average througnout the day? You 
mean in that particular period ? There was an average of 98 in each 
car. 

The Chairman. How many will the cai^s seat ? 

Mr. Hanna. The majority of those cars will seat about 48 now. 
In the period before that there were not quite so many, when the 
average load was heavier. 

The Chairman. That would make a car about every 30 seconds. 

Mr. Hanna. Yes, sir; there were at that period 30 cars, which is a 
car every half minute on one line. They run in with other lines later 
on. There are places where Ave have cars every 20 seconds. That was 
the condition in the 15-minute period between 8 30 and 9. Between 
9.15 and 9.30 we had 550 passengers in the same time. In half an 
hour we dropped off from practically 3,000 to 500, and in another 
hour it would drop off down to about 250. That is the sort of traffic 
we have to carry. 

Col. Kutz was speaking of the standards of service established by 
the commission, which we attempt to fill as far as we can. Accord- 
ing to the last figures I made, on this particular part of the Four- 
teenth Street line, in the morning rush between 6.30 and 9.30, in order 
to meet the standards of the commission it would have required the 
operation of 56 additional cars, if it had been possible to operate the 
cars, which it was not. 

To meet that condition we would have had to employ 56 additional 
crews at $9 a day, that is assuming the minimum nine-hour day at 
50 cents an hour, the present average rate, making $504 per day as 
the actual cost of service for meeting that condition. It would not 
have been worth that if it could have been done. That sort of in- 
crease in cost would have been excessive, from the point of view of 
the public, who would have had to pay it. I merely bring that out 
to show the absolute impossibility at any reasonable rate of fare of 
furnishing a really comfortable service under such conditions as 
that. 

The commission's standards are more rigid, I think, than any 
other standards in the United States, and, in my opinion, are more 
rigid than they should be in some respects. 

The Chairman. What does the car cost you? 

Mr. Hanna. The car costs now about $13,000, between $12,000 and 
$13,000, the same car that a few years ago would have cost us 50 per 
cent less. We would have had not only to furnish the crew, but 56 
additional cars, and they would only be used for two trips a day, one 
in the morning and one in the afternoon, for only half an hour of 
service. It takes over an hour for these cars to make the round trip. 

I do not know that that, directlv beiars on this matter, but I 
merely want to bring it out as representing the reason why he con- 
dition exists that the people complain about, and which I do not 
blame them for complaining about, of having to travel day aftei 
(lay to and from their work imder such conditions, when we have 
from 95 to 100 passengers on those cars. It is a very unpleasant 
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experience, I know, but I have explained it. It is very easy for u 
man to say, " Why does not the company run more cars ? " There 
is the reason, because we have got to give a man a day's work. We 
can not hire men unless we give them a day's work. Our agreement 
with our employees contains a provision that no regular run shall 
pay less than 9 hours' work; and as long as their pay is based on a 
10-hour day I do not blame them for putting that provision in 
therej or some similar provision, becaues they have got to have it. 
And the cars are not needed at other times, and their time would 
have to be lost. 

Mr. Johnson. Could vou utilize them in some other way besides 
as motormen or conductors? 

Mr. Hanna, Considering the type of men that we have as motor- 
men and conductor, I do not know of any other purpose for which 
ihey could be used. They are not mechanics. We could not put 
them in the shop. They would not do street laboring work if wo 
wanted them to, and could not do it if they would, but they would 
not do it, and there is no other way in which we can utilize their 
services. 

Mr. BuRDiCK. They would not be allowed to, I suppose, in as nuich 
as they are unionized. 

Mr. Hanna. They are unionized, but there is nothing in their 
regulations 

Mr. BuRniCK. I take it a conductor has got to be a conductor? 

Mr. Hanna. No; there is nothing in the provisions of our contr-.ut 
Avith them that keeps them fi'om doing other work, and to a certain 
extent we do utilize them to-dav. For instance, if we have certain 
outies in the office w^e attempt to do a part of it with these men, but 
there is a small amount of work that they are capable of doing and 
are competent to do, and, as a matter of fact, we can hire other 
j)eople to do it considerably cheaper. They can not do shop work, 
and even if they could they have got to work between 8 and 9 in tho 
morning and between 4 nnd 6 in the afternoon, the intervening sppiCt^ 
of time being given to other work, which would not be worth whilt*. 

We did attempt during the war to recruit this service from out- 
side help. We got all sorts of people that did other work to come 
and work as specials on our service. The conditions were such dur- 
ing the war that there was a standing order in our car barns that 
whenever a car, a conductor, and motorman, were available, to put 
that car on the street. We did not care when it Avas, except, of 
course, late at night. That was a standing order for over two yeais 
in our company, and on that basis we hired quite a number of men. 
Some of them were members of the fire department and police de- 
partment, who had their time off, and men who did other work, and 
if a conductor and motorman showed up at a barn, and there was a 
car there, they would go out and Avork two or three trips. 

Of cour.^e, we do not do that now because we have built our per- 
sonnel up, and our nonrush service is ample, without any question 

of a doubt. 

The Chairman. Did you do that during the nonrush hours? 

Mr. Hanna. We did it at that time during the nonrush hours 
because we had nobody else with whom to build the service. We 
did not have enough men, and the conditions were such that we had 
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to adopt that plan. That was a standing order that I gave every 
barn, that if two men and a car were avaihible, to put that car on 
the street, and it was done. Unfortunately, at the time we need 
these men, everybody else is working. We would take men that 
work in the Government departments, and I have no doubt there 
are a great many Government employees who would be glad to make - 
the additional amount, if they were available for this service, but 
they can not run a car and then go to work in an office at 9 o'clock, 
and they can not leave their office at half past 4 and be of any use 
to us. 

The Chairman. Do the cars that run out on the Chevv Chase line 
carry more passengers than your other cars? 

Mr. Hanna. The cars on the Chevy Chase line seat 44 passengers, 
and the newer cars on the Fourteenth Street line that we put on in 
the last few years seat more than that. The Chevy Chase cars seat 
more than the old type of cars. 

The Chairman. What is the maximum number carried in each one 
of those cars, do you know? 

Mr. Hanna. I do not know the highest number that has ever been 
gotten in any one of those cai's. I do know that we have had periods 
when the average carload has been up to 110 or 115 passengers for 
15 minutes at a time. That means that we have had 125 or 130 
passengers on some of those cars. We do not want to run that way. 

The Chairman. They do run that way a great deal during the rush 
hours, I suppose? 

Mr. Hanna. Yes. As these figures show; we had one period there 
where we carried over 100 passengers on an average, in a 15-minute 
period, and there were three or four times there when they ran 
over 80. 

Mr. Johnson. And according to your theory of good will, some of 
them were moved by love and affection to take your line instead of 
the other? 

Mr. Hanna. Not in that case, Mr. Johnson. Some of them were, 
not because they were getting comfortable service, but because some 
of them had adopted the habit of going to that line rather than 
another, and the fact that if thev had gone to another they would 
have found the conditions about tlie same, because it is well known 
that in these rush hours, which occur at the same time over all of 
these lines, all of the lines are taxed. 

There are not many lines where as many cars are operated as 
there are on this, or where as many people are' carried. I do not 
know whether there are any or not, but they know that this sort of 
conditions exists everywhere. Those conditions do not tend to 
build up good will, and I do not think the question of good will 
exactly expresses it. It is a question of the actual operating condi- 
tions. 

There was a good deal of talk here yesterday which you and 
Mr. Hamilton had about the question of good will and franchise 
value. A franchise value is nothing unless it has been built up by 
the company that owns it. 

The Chairman. As a matter of fact, in your opinion has there 
been as many tie-upsi on your line as on the Washington Railway 
& Electric Co. in the last four years ? 
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Mr. Hanna. I do not know, but I hope, for the good will that I 
hjive for the Washin^on Railway & Electric (^o. and for the people 
who ride on their lines, that there have not been many more on theii*s 
than there have been on ours, because there have been a plenty on 
oui-s. 

The Chairman. There have been enough on both? 

Mr. Hanna. There have been enough on both; and the tie-ups 
that have oi'curred on lx)th have been, I am sure, due to causes that 
neither of us could overcome. 

The Chairman. Do you keep a record in your office of the tie-ups 
every day, and the length of time each line is tied up? 

Mr. Hanxa. Yes; we nuike daily reports to the Public T^tilities 
Commission of all interniptions on our lines of over 10 minutes, 
and we keep compilations of the tie-ups of less time than that. 

The Chairman. I know that the city conmiission at home have 
published reports of that kind from the street car company. Do 
you furnish a statement of that kind to the Public Utilities Com- 
mission? 

Mr. Hanna. We furnish daily reix)rts to the Public Utilities 
Commission. 

The Chairman. So that \t knows if there is a tie-up on the Xew 
Jersey Avenue line or on the Fourteenth Street line, just how long 
traffic was held up? 

Mr. Hanna. Yes; they have a detailed report showing the location, 
the cause, and the len^h of delay of every tie-up that is over 10 
minutes. Speaking of tie-ups and delays 

The Chairman. You do not report any tie-ups of less than 10 
minutes ? 

Mr. Hanna. No; we do not report them, although we keep a record 
of them less than 10 minutes. 

The Chairman. You do not report anything less than 10 minutes? 

Mr. Hanna. No; we do not repoi-t anythmg less than that. I 
do not think I am exa^rgeratin^ when I say that at least 90 per cent 
of the delays that the people of Washin^on are subjected to, either 
on our line or the Washin^on Railway & Electric Co., is due entirely 
and wholly to the fact that we operate a conduit system instead of 
an overhead syst:'m. The delays are much worse in bad weather, 
particularly during freezing weather with snow and ice, than at anv 
other time. 

The Chairman. What is usually the cause of these t"e-ups? 

Mr. Hanna. As I say, 90 per cent of the tie-ups T believe are due 
to what we call plow trouble. The plow is a device that brings 
the current from the conductor bars up to the car. It is a device 
that moves through a narrow slot in the street. Anything that inter- 
feres with the passageway of that plow through the space between 
the car tracks will cause the pulling of that plow, and necessarily 
will tie up the whole line for 20 minutes or more. 

The Chairman. Is that the device that you put on when you come 
off of the overhead trolley lines into the conduit system?. 

Mr. Hanna. Yes, sir. 
;|[ I The Chairman. And then you take it out when you go out on the 

overhead trolley line? 

Mr. Hanna. Yes, sir. 
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The Chairman. What is there about that that gives you so much 
trouble? 

Mr. Hanna. Why, it comes off. It is a device only five-eighths of 
an inch thick, and it runs through a three-quarters of an inch slot. 
That gives us more trouble in the wintertime, particularly when we 
have snow and ice. A piece of a horseshoe, or a piece of a skid chain 
off of an automobile, or anything of that character that is on the 
street and gets into that slot will cause the plow to pull off. The 
motorman does not see those things and they pull the plows. The 
result is a delay of 20 minutes to a whole hour to the whole line. 

The Chairman. How far apart are the places where you can put 
on a new plow, or take an old plow off? 

Mr. Hanna. There are very few places, compared to the length 
of the line. We have perhaps a dozen on all of our lines, except 
at the barns, but the usual practice is to shove a car to that place. 
The difficulty is that the car crew itself does not have the facilities 
and does not have the means of removing the' plow in order that 
the car can be shoved. As long as there is a plow in the slot it 
PxOt only prevents one car from proceeding, but it stops the entire 
line. Those obstacles must be removed and the only way to remove 
them is to call an emergency wagon to take out the plow. And 
sometimes the wagon is not in when the call comes in. That is 
something that is inherent to this conduit system. It is one of the 
prices, and it is a pretty heavy price that the public has to pay for 
the advantage of eliminating the overhead wire. Another price is 
the very high cost of building of this conduit system and operat- 
ing it. 

The Chairman. Would there be any way of having additional 
inspectors go over the tracks, to minimize that? 

Mr. Hanna. That is done. That is what we are doing. If that 
were not done the conditions would be worse than they are. 

The Chairman. If you had more inspectors there would be still 
fewer tie-ups? 

Mr. Hanna. I do not think so. I think we have got about as many 
as are necessary. I do not mean to say that the conditions during 
the past have been what they ought to be, because we were unable 
to get men skilled enough to do that work during the war, and we 
have not gotten back to where our tracks and our cars are in as 
good a condition as they were three or four years ago, and in as 
good conditions as they will be in another year. We were unable 
to get skilled labor of any sort during the war, and many of the 
iTien we had were not as efficient and useful as they had been hereto- 
fore. That is not our experience alone. It is the universal experi- 
ence. Those conditions have improved very much. I left my office 
yesterday, and the starter at the bam at Thirty-sixth Street came 
lip in great glee, and he says, " Mr. Hanna, I want to tell you that 
we have not had a car for the last two days in succession leave the 
barn except on schedule." Well, we used to have that thing happen 
right along. Now, conditions are getting a good deal better. 

The Chairman. If you are able to get competent men to go over 
your wires and ploughs and over your cars in the barns it reduces 
these delays materially ? 
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Mr. Hanxa. Very materially. Me have reduced it, and we are re- 
ducing it very much more. But under the very best possible condi- 
tions there will be more delays with this system than there will be 
with the overhead-trolley system. 

The Chairman. Is much of the trouble due to the tracks them- 
selves? 

Mr. Hanna. Yes, sir; much of it is due to the tracks themselves— 
to the slot that is in the middle of the track. Then, too, the weather 
conditions have a great deal to do with it. During cold and bad 
weather it is absolutely impossible with any soil of reasonable care 
to prevent a great many of these delays. You take the conditions 
that we have had during this winter, with snow and ice on the streets, 
with the snow and ice melting in the daytime and freezing at night. 
We all know what happens when water freezes; that is, it expands. 
A\'^ater gets in behind the rails forming this slot and freezes and 
forces them out, not enough to make it visible to the motorman, but 
enough to pull the plow off. During the recent bad weather, for a 
while, we knew regularly that just as soon as dark came and when the 
tliermometer got down below freezing we were going to have plows 
nulled more or less all around. Xow, that condition is increased, too, 
by reason of the fact that the tracks are not in as good a condition as 
)Mt would like to have them. 

'l'h(» Chairman. Suppose that inspector should go over the track 
ii\it*iiil of the car, would that obviate the difficulty? 

Mr. Hanna. We can not have an inspector go over every foot of 
ilut track at that time if we wanted to, and he could not make the 
ii<'/ <*h^ary repairs if he saw any were needed. 

'J tie ('iiAiRMAN. I should think that with the cars running along 
Mh tf(U*u as they do that there would not be much of a chance for the 
j-J/it to contract. 

Mr, Hanna. Well, there is a very great deal of a chance. Every 
>.ltfi in HU i)posed to be bolted and fastened. Any movement at all 
f im-A*H II certain amount of looseness. If water runs in behind the 
f^JUh foruiing this slot and that water freezes, it is going to expand. 
1 1 I Im* water runs into the crevices it is going tx) freeze and it is going 
io ttiiilu^ trouble in spite of the number of inspectors we have, and 
Hm'Y f'ould not tell that unless they could inspect underground where 
i\ii* plow runs. When we have snow as we have had this year it 
vmII ^<*t down in these underground places where this movable plow 
\tiifi (o go and will block it. This snow and sleet and water will get 
info tln'se underground switches and will block them, and the plow 
will not go through but will be pulled off. 

( ^f rrMirse, everyone knows that it is difficult to operate any sort of 
iMllroad without delays in bad weather, when you have snow and ice, 
iHii il/ in ten times more difficult to operate this particular kind of a 

niilnmd. ' - 

I do not mean to say, Mr. Chairman, that we ai*e not going to im- 
hiov<» (conditions over what they have been, for the delays that we 
uws'i*, had on our system, and I presume on the Washington Railway 
i< lOli'cf.ric System, have been a source of very great anxiety to us. 
\V<* i\y ^li<' very best service that is possible, and we want to do that 
\\\u\ work to that end, and we want to improve conditions. 

'riiM ('iiAiKMAN. Is there any way of perfecting the slot, of a slot 
wt lliut character so that it will not expand and contract? 
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Mr. Hanna. No; I do not think that there is. But the conditions 
are improving and will continue to improve. 

Thei*e was one statement made b}'' Mr. Gardiner that I would like 
to briefly refer to. He said that the commission had fixed a rate 
which allowed the Capital Traction Co. to earn 14 per cent on their 
value when they fixed the rate at 7 ce*nts or four tickets for a quarter. 
I do not know how he estimates that, and it is not particularly im- 
portant. I merely want to state the fact that during the months of 
November, December, and January we have not earned anything 
like 14 per cent on what they regard as the fair value. Our actual 
earnings have been about 10 per cent: 

Reference was made to the fact that in Philadelphia the fare was 
5 cents, and that the Philadelphia company had expressed, that the 
president of the company had expressed, the belief that that was an 
adequate fare, with the intimation that a 5-cent fare was adequate 
for any city, if the management was proper and efficient. The rate 
or the fare in Philadelphia has never been 5 cents. 

The Chairman. I have a letter from a substantial Member of Con- 
gress on my table suggesting that that is the solution of the difficulty 
here. 

Mr. Hanna. What is that, Mr. Chairman? 

The Chairman. That if the management was efficient that the 
street car lines could be run for less. 

Mr. Hanna. Has the gentleman making the suggestion ever man- 
aged a stret railroad? 

The Chairman. I do not know. 

Mr. Hanna. The fare in Philadelphia is not 5 cents. There has 
always been a charge there for transfers, not for all trnsfers, but lor 
some transfers, of 3 cents. In 1918 the average fare per passenger 
was 5.61 cents per revenue passenger. 

The Chairman. Why should there be any difference of opinion 
as to the fares in Philadelphia? 

Mr. Hanna. Why, simply because the fares there are not 5 cents 
and the street railway companies have charged 3 cents for transfei's 
in many instances, and that has been done there when the fare in 
almost all other cities was 5 cents, without any charge for a transfer. 

The Chairman. You mean a charge of 5 cents and 3 cents for a 
transfer? 

Mr. Hanna. Not for all transfers, but for many of the transfers. 
The taxation provision is very low in Philadelphia, which also makes 
a very material change in thing of that sort. And there was a com- 
parison made by Mr. Barrett, of the Public Service Commission of 
Xew York, as to the comparative conditions at Philadelphia and 
Xew York which stated that — this is in connection with the situa- 
tion there — if the Philadelphia conditions had been applied to New 
York, or vice versa, that the Xew York property would be making 
more money than the Philadelphia properties now make. There was 
a difference in the average speed of the cars which very materially 
affects the cost and net earnings per passenger. Of course, you would 
not compare the situation at Philadelphia with that at Washington, 
as they have the overhead trolley system and we have the conduit 
system. As to taxes, the total tax in Philadelphia was 5.9 per cent 
of gross revenue and 6.9 per cent in Washington. 
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The 5-cent fare, with 6 tickets for 25 cents, if it had been applied 
to the ('apital Traction Co. throughout last year instead of the vari- 
ous rates of fare that did apply, would have given us a net revenue of 
$210,000, or about 2 per cent' on our capital stock. The flat 5-cent 
fare throughout last year woul^ have given us a little over the ac- 
tual per cent dividend we declared. That is for the condition 
throughout the whole of that year. The conditions now are quite 
different. I have made an estimate of the income at' the various rates 
of fares for the three montlis of operation during which the present 
rate of 7 cents, and four-for-a-quarter tickets have been in force. 
During those three months the Capital Traction Co. had an operat- 
ing income of $367,000, which is 9.6 per cent on the fair value as 
fixed by the connnission. The actual rate of return on its stock was 
0.7 per cent. 

The Chairman. There is not very much difference between the 
stock and the fair value as fixed by the commission. 

Mr. IIanna. Yes; it so works out that there is this result. There 
is, however, a considerable difference. The fair value includes the 
bonded indebtedness. It takes about 7 per cent on the fair value to 
give 6 per cent dividends on our stock under the present conditions. 

If tlie rate of fare had been 5 cents or six for a quarter tickets 
our operating income for the three-months' period would have been 
$4*S,425 deficit instead of $367,215 actual income. 

The Chairman. If there had been a straight 5-cent fare, what 
would it have been? 

Mr. IIanna. If there had been a straight 5-cent fare the operating 
income would have been $89,836, or 2.36 per cent on a fair value, or 
l(*HH than one-half of 1 per cent on our capital stock. 

I'he C'hairman. What would it have been at a 5-cent fare with a 
2-cent charge for the transfers? 

Mr. IIanna. With a 5-cent fare with a 2-cent charge for the trans- 
f<*r, it would have been $153,000, or 4 per cent on the fair value as 
' fix(ul by the commission. Now, I will state here that these figures 
arce based on the actual traffic during those periods, and that in that 
r(^spe(;t they are somewhat inaccurate, because my belief is that the 
ti'affic would have been a little heavier had the rate been lower. 
I'liere is not much question in my mind that if the 5-cent fare and 
tli(*> 2-('ent charge for transfers during the three months had been in 
vitiM't that we would have earned practically a 6 per cent dividend, 
but that is a guess. 

Thi*, CirAiRMAN. What is your estimate as to the percentage of 
traffic*, that there would have been over what you actually had if the 
fjii'c liad stayed at 5 cents instead of what it is at present? 

Mr, IIanna. Under a straight 5-cent fare with 2 cent charge for 
transfers? 

The CirAiRMAN. Yes. 

Mr. IIanna. Why, that is pretty hard to tell, Mr. Chairman, when 
(he pies(»nt rate of fare went into effect the 1st of November there 
WiiH about a 10 per cent falling off in traffic. 

The Chairman. T suppose as time goes on 

Mr. Hanna (interposing). That will come back. 

The Chairman (continuing). That would be reduced. 

Mr. Hanna. As time goes on that will entirely disappear. There 
IH aiu)ther thing that I should like to explain in this 
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The Chairman (interposing). I would like to ask you another 
question before you get away. You say that conditions are different 
now than what they were during the year 1919? 

Mr. Hanna. Yes, sir. 

The Chairman. Just what do you mean by that? 

Mr. Hanna. Why, I mean two things : In the first place the rate 
of fare is higher than it was on the average during 1919 ; and second, 
the present operating costs are considerably higher than they were 
on an average during the year 1919. 

The Chairman. Are they increasing right along, now ? 

Mr. Hanna. There was an increase of about 6 per cent in our 
wages in September, I believe, the 1st of September or something like 
that — ^no, it was the 1st of October. There has been a steady increase 
in the cost of all commodities, and in addition there has been a 
steady increase in the number of car miles, Avhich w^e are operating, 
Avhich, of course, actually greatly increases the operating costs. Coal, 
which is probably the second item, above wages, we were buying 
under a contract made the 1st of last A])ril. We have been' billed for 
all coal received since the 1st of November at a price considerably in 
excess of that contract. The contract carried a provisions for an in- 
crease in the price subject to an increase in wages. That matter has 
not been settled, but we have to contract again for coal the 1st of 
April, and I do not know what we will have to pay then. And, at 
the time of the coal strike, we got coal whei^ver the Fuel Adminis- 
tration would give it to us and had to pay some very high prices for 
it. The freight rate alone on some of the coal that we received was 
pretty, nearly as high as the price we were paying for coal under the 
regular contract. 

I want to make one other statement about the three months' state- 
ment about which I have been speaking, and- that is this, that that 
includes the month of December, and I never like to take that month 
by itself in any figures so far as our company is concerned, because 
we usually have in that month unusualh' heavy operating expenses. 
At the end of the year we make certain adjustments that are more 
conveniently made then than at any other time, and the operating 
expenses during the month of December were unusually high on that 
account. 

If you will take the month of January, which is just finished. 
I have made a little different sort of comparison. Instead of taking 
taxes as they were, I have taken them as they would have been with 
a lower gross. That is another thing. Now, taking those figures, 
and taking a 5-cent flat fare during the month of January, the 
actual operating expenses and figuring taxes on the reduced revenue, 
we would have an earning of 4.1 per cent on fair value, or 2^ per 
cent on the capital stock. That is on a flat fare of 5 cents. I think 
that really reports the condition as accurately as anybody can 
make it. 

If the 5-cent fare, six for a quarter ticket fare were established 
with the understanding that the Government through its general 
tax fund would pay the difference, the difference in cost would be 
very high on last year's Operating conditions. On our company alone 
it would have been pretty close to a half a million dollars, and it 
would have been very much more than that, of course, on the Wash- 
ington Railway & Electric Co. And, I have not any hesitancy in 
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sayinjr tliat such an arrangement to-day would cost the Government 
in the neighborhood of a million and a half, possibly considerably 
moi*e, I guess it would go to that. I have no definite figures, but 
it would be a very expensive proposition. 

Mr. BuRDiCK. how much longer are you going on, Mr. Chairman. 
I do not want to break the quorum, but it is necessary for me to go. 

Mr. Haxxa. I think, Mr. Chairman, I have practically completed 
my statomont unK^s^ i aoiv aiv some other points on which you would 
like to liavo in formic ion. As I stated in the beginning I "have come 
hoix* mon^ for ti>o .^i,<w^Miug of questions than for anything else. 

The ChaikmWx If theiv is no objection we can run for a few 
niinutos lor.j^-r. 

Mr. H vNN ^. TK^ vpuvstion was brought up several times as to what 

wouul N^ r.x^ u^vuU if Congress were to repeal the charters of these 

^^^n^;^.•^r.^^v I hui ui>t here to discuss the legal aspect of that ques- 

t^.on' '5>- ^>" ^'uHUvM^they can or can not — but it is interesting to 

\x>v-,\^^ N^' u .ils^ut it if C'ongress should do that. You remember 

Cv "ANN*'^ vAjvnouro of the city of Toledo. That might be inter- 

,w< ' ^ r^N^'«^M> >*>» »!•** familiar with the fact that the charter did 

o\ ^ V A^ Iv^U slo, uiul after some negotiations they apparently failed 

^.v ., vs^ i ho oily authorities and the railroad authorities were un- 

< ' V ^v^ V^'^ i\»^»o(hVr, and the result was that the cars were actually 

V ^^v^^u\h {\K^\\\ I ho streets for something over a month. That was 

* vv I \ sM w\v^ hh»w to the city of Toledo. I am not here to defend 

^\v u Pv'»^ *»t' tho niilroad company, because I do not know anything: 

^K »»n \\, i\\\\\ I d<» not care; but it was a very serious blow to that 

^ ,\\ \\ \\\\^ IIMio tho cars were withdrawn. The result was an agreo- 

\sxv\\\ hohNooii llu^ city and the company for an increased rate of 

I uo. Mhd I ho oiU'N wore put back. Now, if these charters were with- 

s\\^\\\\ •hmI I ho hor\ ice should be withdrawn, the effect upon this 

1 1( 1 1 h I NHiiiM ho nppalling. The actual functions of the Government 

^uoihi h»Mo \ory groat difficulty in continuing, because it would be 

lj,j.„, ,.,||,|,i Imi' imy length of time to get the employees of the Govern- 

iMi III In mimI I'mhm (.hoi r homes if these street cai-s did not run. After 

||,,.^ ,|h| I iiM. I ho hituation would be such that some settlement would 

|i„n. |m ho \\\smU*. in order, to assure that they would continue to run. 

\\ ji.il •mI« •Hil.i//*' ^'onhl there possibly be in bringing about that situ- 

iillioi. M h< w \^ ooHJd be settled in advance? 

I lo' mJ' ''' ^^* ''*' ^'^^' public who ride on the cars, in the last analy- 
,.j, )) .M/n: M/ mo, are practically identical with the people who 
HOI !!••/'' '"" '^^''^'^ railroads. I do not believe that the people of 
\\ ,j. Imh//^'" '''' <^"y. <^ther city want to ride on cars, or use other 
u\ Hid' • t'*''l'''^^y without paying for it. I am sure that they do not. 
1 t\ii hff^ h' lo V4' thjit the owners of property want to exact any more 



t^ii hff^ '''''' >voMhl not be settled amicably without such an ex- 

' J I,/ / H^ tity^^t^, Ho fore you go, I would like to ask you this ques- 

iuiii ""'^^ ^''' ^" .V''*< iifiHwer it briefly: We have the conditions here 

I ^f,/ /. ^ *^o /v/^/ipoting lines. Your company is enabled to live 
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on a fare lower than one upon which the Washington Railway & 
Electric Co. is able to live on, and still it seems to be necessary to 
have the same fare for both lines. What is your solution of that 
situation ? 

Mr. Hanna. As I stated in the very beginning, Mr. Chairman, it 
seems to me that one of the important things is that there should be 
a merger under proper conditions. 

The Chairman. What legislation should Congress pass in order 
to clarify the situation? 

Mr. Hanna. Legislation that would authorize, make it possible 
for such a merger, and that legislation I think now, or after accom- 
plishment or agreement between the commission and the two com- 
panies should be definite legislation along the lines which I laid out 
in the statement I read at the beginning of my testimony. 

The Chairman. Your idea is that Congress would be performing 
its duty if it simply passed permissive legislation and allowed the 
thing to rest there and allowed the situation to take care of itself, 
or allowed the companies to take care of it. 

Mr. Hanna. That is all that is needed at the present time. Con- 
gress, however, could enact legislation, or this committee could fol- 
low the question up and see whether or not some action were taken. 

The Chairman. Would that relieve the situation? 

Mr. Hanna. Another thing that should be done that has been dis- 
cussed which would simplify the situation and which should be done 
is the suggested consolidation of the Washington Railway & Electric 
Co. and the Potomac Electric Power Co., in order that the railway 
company as a company could receive the benefit of the earnings, of 
the reasonable earnings of the Potomac Electric Power Co. 

(Whereupon the committee, at 12.30 o'clock p. m., adjourned.) 



Committee on the District of Columbia, 

House of Bepresentatives, 
Washington, Z>. C, Friday, February 20, 1920. 

The committee this day met, Hon. Carl E. Mapes (chairman) 
presiding. 

The Chairman. The committee will be in order. Mr. Hanna has 
said that he would like to continue for a few minutes this morning. 

STATEMENT OF ME. JOHN H. HANNA, VICE PRESIDENT AND GEN- 
ERAL MANAGER, CAPITAL TRACTION CO., WASHINGTON, D. C— 
Resumed. 

Mr. Hanna. Mr. Chairman, there were one or two things that 
came up during the previous testimony, where questions were asked 
concerning our company that we were not able to answer offhand, 
and I would like to put in the record, in the first place, the amount 
of the crossing policemen's tax. We paid in 1919 about $24,000. 
That was based on the old wage rate of the policemen. With the 
increased rate now in effect we are paying at the rate of $37,200 a 
year. 

Mr. Johnson. Do you know what the other company is paying? 
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Mr. Hanna. Mr. Ham put that in the record. 

Mr. Johnson. About fiftv-odd thousand, was it not? 

Mr. Hanna. Yes; I think it was. They have more tracks and 
more intersections. It is determined, as he expressed it, on the basis 
of the respective mileage at the joint intersections. 

The chairman asked a question of Mr. Hamilton, I believe, in 
reference to the general street railway condition, as to whether 
or not he thought capital could be obtained to build the trans- 
portation system of the city of New York to-day de novo, as I un- 
derstood; if there were no transportation system in New York 
whether it would be possible to obtain the money to build one. I 
think that has an important bearing on the whole situation. I do 
not think there is any doubt but what any amount of capital could 
be obtained for such a purpose, not at the present rate of fare but 
at a rate of fare which the people of New York or the people of 
any other city would be more than willing to pay rather than go 
without transportation. In other words, the price of street car 
transportation to-day in any city is measured not by the value of 
that service to the public, and it should not be measured that way. 
It should be measured by the cost of furnishing that service. 

The value to the public is almost unlimited. You can scarcely 
imagine any large city to-day existing . under present conditions 
without street car transpoilation ; at least I can not. The necessity 
of carrying the people, for example, in New York, that must go 
from the suburbs and from Harlem down town could not possibly 
be handled by any other means except rail transportation, and if 
there were no such rail transportation a rate would unquestionably 
be paid sufficient to pay a very liberal return on the amount of 
money that would be necessary to put it in. 

Of course capital could not be obtained to build a transportation 
system on the basis of the present rate of fare in New York — a flat 
5 cents — because that would not pay the cost of building and the 
cost of operation ; but if there were no such system, then there would 
be no question about the rate of fare being sufficient to pay for it, 
because it is something the people would have to have, and that, 
applying to New York, would also. apply to Washington or to any 
other city. 

The Chairman. Of course it would have to be built in view of the 
present knowledge of the attitude of the public toward public- 
utility corporations, and my question was based very largely upon 
that condition. 

Mr. Hanna. The idea that I got was that you were wondering if 
it could be done if there were no transportation system there. 

The Chairman. Not entirely, but if it could be done with the 
present knowledge which bankers have of the attitude of the public 
toward public-utility corporations and the restrictions which the 
public is disposed to place around the operation of public utilities, 
and the restriction on fares, and so on. 

Mr. Hanna. Taking that into consideration in a case of this sort, 
where there was no such system, assuming that a system were to be 
built by private capital under the same regulation as exists to-day, 
with the understanding that a rate of fare would be charged suffi- 
cient only to pay the full cost of operation, that cost including a 
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fair return on the actual money that would be taken to build that 
property, and that, as I understand it, is the theory of regulation 
to-day, there would not be any question about it, because the people 
would be willing to pay a sufficient rate of fare in order to pay those 
costs. 

The Chairman. It would be impossible to have a condition where 
there was a big city like New York without a street car system now. 

Mr. Hanna. That is true ; it could not be built up ; but the ques- 
tion, as I understand it, was to make such an assumption. 

Tlie Chairman. Perhaps my idea would be better brought out by 
calling attention to the difficulty which public utilities have now 
in getting money for extensions and improvements. 

Mr. Hanna. That difficulty is due to the fact that in most in- 
stances there have been very great difficulties; and sometimes, as in 
New York, it has been impossible to get a sufficient rate of fare to 
pay for the return. The reason for that difficulty is not because 
the higher rate of fare is an excessive price for what the people get, 
measui-ed by the value of other services, but it is higher than what 
they have been paying ; and the people have believed, some of them, 
that in the past there have been certain things in the management of 
these traction propeilies that have imposed a hardship on the people, 
and that has worked up their minds to that state. I believe that situ- 
ation is changing; I know it is changing throughout the country, 
but it is a slow change. 

There is another thing, that unquestionably politics have been 
brought into this thing. That is a big factor in New York City, 
without any question. It is a political question. Everybody knows 
that if a 5-*cent fare was a proper fare in New York City a few years 
ago, it is not a sufficient fare to-day. 

The Chairman. For the last few years it has been practically im- 
possible, has it not, for public utilities to get money to make exten- 
sions ? 

Mr. Hanna. It has been for the last two or three years, because 
invariably the rates of fare have been the prewar rates of fare. In 
cities where the fare has been increased a sufficient length of time to 
^et the normal traffic conditions back, those conditions are rapidly 
improving, and they will continue to improve, and I do not believe 
that there is any question whatever about the ultimate solu- 
tion of the transportation problem. If we agree, and I think we 
must agree, that street car transportation is necessary in cities, it 
must follow that either tlie public, through the general funds, must 
pay the cost or a part of the cost of that transportation, or the car 
riders themselves must pay the cost of that transportation, and the 
only question is determining what is the cost of that transportation. 
As far as the value to the public is concerned, t^hey could certainly 
pay considerably more ratlier than do without it. I am not argu- 
ing that they diould do that, Mr. Chairman. They should pay what 
the actual cost is, including a fair return on the investment. 

Xow, there is another point. If the charters of these conipanies 
should be repealed to-tlay — either one or both of them— leaving out 
of consideration the question of payment for franchise value, or 
going concern value, or anything, if the public was compelled — 
either themselves or through another corporation — to reproduce the 
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properties as they exist to-day, I have no hesitancy in saying that 
that reproduction to-day would cost more, as far as the Capital Trac- 
tion Co. is concerned, than any claim the Capitol Traction Co. lias 
ever made for the value of its property. I think that is quite an im- 

Sortant item. I do not know whether that is tme of the Washington 
[ail way & Electric Co. or not, because I have not considered it. It 
probably is. But, as far as the Capital Traction Co. is concerned, I 
am sure it is absolutely true that the reproduction cost of the con- 
struction of the property used for railway purposes to-day is more 
than any claim the company has ever made for the vlaue of it. 

Mr. Drane. If bought on the present market ? 
' Mr. Hanna. Yes, sir. 

Mr. Johnson. That is true of almost anything. 

Mr. Hanna. Yes, sir. 

Mr. Johnson. You would not consider the present market to be 
the normal market, would you ? 

Mr. Hanna. The word '' normal '' is rather a doubtful proposition. 
No ; I hope not ; but if it were reproduced to-day, or within the next 
two or three years, to-day's price would necessarily govern. As to 
whether those prices are '^oing to materially decrease, I can not tell. 
Personally I do not believe we will ever get back to the situation we 
were in three or four years ago — the prices that existed in 1914 or 
1915 — but that is simply my personal opinion. 

If it was done to-day, I know the price would be away up, taking 
into consideration work that we are now doing, and there has been 
actually no indication so far of any diminution of any sort in prices, 
either for material or labor. They are higher to-day than they were 
a year ago for practically everything. 

The amount of the revenue of a street railroad company that goes 
into the return on investment — the percentage of the revenue — is 
comparatively small and is getting smaller. In the year 1919, 15.8 
per cent of the revenue of the Capital Traction Co. was distributed in 
the way of dividends — only 15.8 per cent. In other words, with the 
same operating cost, if there had been a 15 per cent falling off, there 
would not have been any dividend. That is not true, because that 
does not include the surplus of last year. 

The Chairman. You are referring to gross revenue? 

Mr. Hanna. This is gross revenue. The interest charges were o 
per cent. If we go back 8 or 10 years or more, we find an entirely 
different situation. That is, as high as from 40 to 43 per cent oi 
the gross revenue has been distributed in the form of a 6 per ceni 
dividend. In other words, that portion of the cost has not increased 
at all in the ratio that the other portions of the cost of furnishing 
the service have increased. 

The Chairman. Where does most of the revenue go ? 

Mr. Hanna. The distribution of the revenue is as follows: The 
conductors' and motormen's wages take 23| per cent of it ; coal takes 
5 per cent of it; total wages and salaries, 40 per cent. That is for 
last year. 

Mr. Johnson. Wages and salaries, 40 per cent? 

Mr. Hanna. Forty per cent. 

Mr. Johnson. What do you call wages and what do you call 
salaries? Where does the line of demarcation come in? 
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Mr. Hanna. It is simply a question whether the men are paid by 
the month or by the week. 

Mr. Johnson. If they are paid by the week, it is wages; and it 
they are paid by the month, it is salary ? 

Mr. Hanna. Yes. There is not any real line of demarcation. 

Mr. Woods. You designate as salaries the remuneration you pay 
Tour clerical force? 

Mr. Hanna. Not only that, but there are many men in positions 
such as foreman that are paid on a monthly basis. 

The Chairman. How much is paid in wages and how much in 
salaries ? 

Mr. Hanna. I have made no distinction between the two, sir. 

Mr. BuRDicK. I thought you gave a percentage there ? 

Mr. Hanna. The trainmen's wages were 2^ per cent. 

Mr. Drane. You have no other way of paying except by the week 
or by the month ? 

Mr. Hanna. Yes. I can give that distribution between the weekly 
and monthly employees. I have got it here in another form. For 
the year 1919, out of the total payment of wages and salaries of 
$1,944,000, $196,000 were paid by the month— 10 per cent. 

Mf. Drane. Ten per cent? 

Mr. Hanna. Yes, sir. There is not any real line of demarcation, 
gentlemen, b^ause frequently we change a man that is doing the 
same duties from the weekly pay roll to the monthly pay roll. The 
only difference is that in one case he is paid by the hour — and if he 
works, he is paid; and if he does not, he is not paid — and in the other 
case he is paid by the month. 

Mr. Drane. That is what I was getting at, whether you had any 
hourly payments. Those that you pay by the week are counted by 
the hour ? 

Mr. Hanna. Most of them are counted by the hour. The train- 
men's wages, which is the big item, amoimt to 2^ per cent; total 
wages, 40 per cent. 

Mr. Johnson. That is, the two men — ^the conductor and the motor- 
man? 

Mr. Hanna. Yes. 

Mr. Johnson. They get 23 per cent ? 

Mr. Hanna. Yes, sir. 

The Chairman. Inasmuch as you started to give the distribution 
of revenue, I think it would be interesting to complete that, Mr. 
Hanna. 

Mr. Hanna. Maintenance of way and structures, 4.9 per cent; 
maintenance of equipment, 5.1 per cent; power, 8.7 per cent. Of 
course, these items include wages, that I am giving. The other dis- 
tribution was simply the general wages. Conducting transportation, 
29.7 per cent. That, of course, includes the trainmen's wages, and 
includes the direct supervision of the trainmen and other miscellane- 
ous expenses. General and miscellaneous, 7.8 per cent. That in- 
cludes officials' salaries, all general office clerks' salaries and expenses, 
injuries and damages, and everything of that nature. Depreciation, 
6 per cent; total operating expense, 62.2 per cent. 

In 1905 the percentage of the total operating expense to gross rev- 
enue was 41 per cent. 

103242— 20— PT 4 7 
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The Chaibman. When was his 62 per cent? 

Mr. Hanna. That was in the year 1919. 

The CHAiRMAif. What became of the other 38 per cent? 

Mr. Hanna. Taxes, 6.9 per cent ; interest, 6.4 per cent ; dividends, 
15.8 per cent ; surplus, 8.7 per cent. Mr. Hamilton has told you what 
became of that surplus. If it was not entirely clear I will go further 
into it, but I will not take up time if it was. 

The Chairman. You have given the total of 100 per cent, have you ? 

Mr. Hanna. Yes. 

Mr. Woods. What percentage do your injuries and damages 
amount to ? 

Mr. Hanna. 3.7 per cent. 

Mr. Woods. That is rather high, is it not ? 

Mr. Hanna. No, sir. 

Mr. Drane. Do you insure youi*selves, or do you buy insurance ? 

Mr. Hanna. We insure ourselves. We do not carry any insurance- 
That includes both injuries and damages, both to the public and to 
our employees. 

Our wages have gone up considerably over 100 per cent in the last 
three years; that is, the rate of wages. The actual amount of wages 
has gone up a good deal more than that^ because the service has 
increased. The rate of wage of trainmen m 1915 was 22.5 cents an 
hour, with a bonus payable yearly to certain of the men, or most of 
them, which made the average wage about 23 cents per hour. The 
average rate now is about 50 cents per hour. Other wages have gone 
up also. 

Mr. Drane. How many hours per day do they average ? 

Mr. Hanna. They average about 10 J at the present time. That ist 
the regular runs average about that time. The extra men do not 
average that much. 

Mr. Drane. Then they get $5 now, as against $2.30 in prewar 
times? 

Mr. Hanna. Yes, sir; a little over $5.25. The effect of changes in 
fare on traflSc has been referred to more or less. We have hadfour 
changes in the rate of fare, or changes that affected the rate of fare. 
The first change was from six tickets for a quarter to a 5-cent flat 
fare. It is very diflicult for us to tell even now what effect that 
had on the traffic. It came immediately after the influenza epi- 
demic, when traffic was very low, and the building up of the business 
after that epidemic was naturally slow, so that I do not know 
and have not any real idea as to whether there was any material 
effect in traffic then or not. Personally, I do not think it was a very 
considerable amount. 

The next change was a very small one, the introduction of the 
intercompany transfers, which amounted to a small reduction in 
rate of fare, but we can see no indication that that affected the 
number of revenue passengers. Of course, it did materially increase 
the total number of passengers by increasing the number of transfers. 

The next change was the 2-cent transfer change, adopted on the 
1st of June. Before that time the rate of increase oi traffic had 
been gradually falling off, and there was an apparent falling oS 
in May. That was the last month before the 2-cent transfer charge I 
was put on. The increase in the number of revenue passengers was 
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8.2 per cent over the same month in the preceding year. In June, 
the first month of the 2-cent transfer charge, that dropped to 5.7 
per cent, and July showed an actual decrease in the traffic, as com- 
pared with the year before, and in August four-tenths of 1 per cent 
increase. 

My own thought is that a good deal of that falling off was due 
to other things than the increase in fare. It was due to the fact 
that July and August of last year were more normal than the 
previous year. 

Mr. Drane. Will you pardon me if I ask you a leading question? 
I am not clear on it. You said something about dividends a few 
minutes ago. Did I understand you to say that in 1919 you earned 
15 percent? 

Mr. Hanna. No; I said that 15 per cent of our gross revenue was 
distributed in the form of dividends. We paid a 6 per cent dividend 
on our capital stock. The percentages that I gave are the percent- 
ages of gross revenue for that year, which is an entirely different 
proposition. 

Mr. Drane. I did not want to get the wrong impression. 

Mr. Hanna. I am very glad you asked that question. 

Mr. Drane. I wanted to ask you where I could buy some of that 
stock. 

Mr. Hanna. The company has never paid above a 6 per cent divi- 
dend. I believe one year they did pay 6J to make up for 
a deficiency in previous years, but the regular dividend has been 
6 per cent, and although we earned considerably more than that 
last year the 6 per cent dividend only was paid. 

After July the changes in traffic were about the same, but October, 
the last month of the 5-cent fare, with the 2-cent transfer, showed 
an increase of 25 per cent in revenue passengers, which is entirely 
abnormal and due to the fact that the influenza epidemic in October, 
1918, decreased traffic in that month. 

In November, the first month of the 7-cent fare, with four tickets 
for a quarter, there was a falling off of nine-tenths of 1 per cent in 
the revenue passengers, as compared with the previous year, and the 
falling off of about 10 per cent in traffic from the preceding month, 
and that has remained about the same since then. 

So that the last change in fare is the only one that made a very 
large apparent change in the traffic. 

Mr. Johnson. A reduction ? 

Mr. Hanna. Yes. I believe, without any question, that it is a 
temporary condition ; that ultimately, with the present rate of fare, 
the traffic will go back to where it would have been if there had been 
no change in wie fare, and I am basing that on the experience of 
many other cities. Mr. Ham referred particularly to Boston, where 
there is a 10-cent fare in effect, and where they are now carrying as 
many people or more people with the 10-cent fare than they carried 
last year with, I think, an 8-cent fare, that was in effect this time last 
year. 

The whole question, it seems to me, of this street-car transporta- 
tion is simply a question of determining what is a reasonable rate of 
fare ; in other words, what is the whole cost of furnishing the service, 
including a fair return on a fair value, and having that rate of far© 
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paid, and no more, and no less. The trouble has been that the 
people have objected to paying more than they have been accus- 
tomed to pay, presumably because they have gotten the impression 
in their minds that in the past they have paid more than they should. 
Whether that is true or not, of course, has to be determined in each 
particular case, but they are not in many instances paying the actual 
cost now, as is clearly shown. 

If that principle could be established, and the question of value 
determined, the whole question would be entirely straightened out, 
without any doubt, here and everywhere else. That is the whole 
difficulty, and it is due in large part to misunderstanding of actual 
conditions on the part of a large part of the public 

I happened to get this morning a leaflet that contains a clipping 
from the Chicago American, in reference to the Chicago situation. 
I do not believe that any one will accuse the Chicago American, one 
of the Hearst papers, of beingpartial to public utinties or street-car 
companies or anybody else. This reads: 

Street-car fares wiU remain at 7 cents for sometime to come. They wiU not 
<x)me down to 5 cents so long as tlie price of things and living conditions remain 
as they are. When the commission (State Public Utilities) meets Monday it 
will deny the motion of Special Assistant Corporation Counsel Chester E. 
Cleveland for a restitution of the 5-cent fare. At least three of the commis- 
sioners, who constitute a majority of the board of five are knovni to feel that 
the companies can not live on a 5-cent fare on the pres^it payment of wages 
and increased cost of operation. They believe that If they were to order back 
the 5-cent fare, the company would go at once into the Federal courts for relief, 
and probably would be able to get even a larger fare than 7 cents, or, falling in 
this, the riglit to charge for transfers. 

I do not know the actual facts, when this was, or what happened. 

Mr. Woods. The Chicago roads pay something like a half of their 
revenues^ do they not, to the city ? 

Afr. Hanna. That Chicago settlement on a 5-cent fare provided 
that after they paid 6 per cent on the fair value, I believe it was 6 
per cent return, that 55 per cent of the balance would go to the city, 
and under that plan in prewar times large amounts went to the 
city and the companies correspondingly were able to earn consid- 
erably in excess of 6 per cent of the value that was fixed. That was 
the agreement. 

When the war conditions came, with the higher wages and higher 
costs right straight through, that payment to the city, of course, 
disappeared, and not only was there no payment to the city and no 
surplus above the 6 per cent, but that 6 per cent was not earned, 
and it was necessary to increase the fares. 

Five cents will not buy what it did four or five years ago. There 
is no question about that, and the only problem, it seems to me, in 
justice to all parties, is to determine what the actual cost of a street 
care fare should be. 

I made some reference yesterday to the conditions that would exist 
if legislation which has been suggested were passed, establishing a 
six-for-a-quarter ticket fare under present conditions, the public pay- 
ing any additional expense which would be incurred out of the gen- 
oral tax fund. Taking the reports that were made to Congress by 
the Washington Railway & Electric Co. and ourselves as a basis for 
making some rather rough figures, in the year 1919, assuming a (> 
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per cent return on the commission's valuation, the public would have 
had to pay during that year $1,681,000 on that basis. 

Mr. Benson. In taxes ? 

Mr. Hanna. Yes, sir; that is, for the two companies. 

Mr. Johnson. Repeat that. I did not get that. 

Mr. Hanna. If that bill had been in effect, or any bill which pro- 
vided that six tickets for a quarter should be sold, that is the old rate 
of fare that existed prior to 1918, and the public had obligated itself 
to pay a 6 per cent return on the commission's fair value, taking the 
operations of 1919 as reported by the companies to Congress, the 
amount of $1,681,000 would have been necessary to be appropriated 
from the receipts from taxes in order to pay the deficit. 

The Chairman. You mean if the provisions of the bill, as intro- 
duced by Mr. Romjue, were in effect? 

Mr. Hanna. A number of the provisions of his bill, not the pro- 
vision that provides for a $22,000,000 capitalization. I took the 
provision of his bill, as far as the establishment of a six-for-a-quarter 
fare was concerned, and simply figured what it would take to pay a 6 
per cent return only on the fair value as fixed by the commission. 

Mr. Drane. In other words, six tickets for a quarter would pro- 
duce that deficit ? 

Mr. Hanna. Yes, sir ; it would produce a much greater deficit than 
that probably, because in the first place I do not think that the com- 
mission's fair value is sufficient, and I am very sure that Col. Kutz 
himself has testified that 7 per cent is a fair rate of return. I do not 
think that 7 per cent is enough, but 6 per cent is certainly, under 

f resent conditions, not a fair rate, but this is based on the minimum, 
merely introduced that to show that a 5-cent fare can not be made 
to meet the present conditions, unless somebody else is going to pay 
the difference. I mean the six-for-a-quarter ticket fare. 

I hope that conditions will change. I believe I am heartily in 
accord with Mr. Mitten, the president of the Philadelphia Eapid 
Iransit, who said that what we want is more 5-cent fares rather than 
higher fares. As far as the interests of the company are concerned^ 
we would prefer more 5-cent fares than a higher rate of fare, if it 
was sufficient, because it is so much easier to handle, but it is not 
sufficient and it can not be stretched to be sufficient under the present 
conditions. Conditions may improve under the plan that I sug- 

fested yesterday, and that Mr. Hamilton suggested, and that Mr. 
lam suggested, of a service at cost plan, which would provide for 
changes m the rate of fare to meet the conditions, and if in the future 
wages should go down, or any other condition should change so that 
the cost of the service is reduced, automatically, and without any de- 
lay, and without any question of appealing to Congress, the public 
would get the benefits of those changed conditions, and the fare 
would go down just the same as it would go up if the conditions made 
it necessary. 

There is one thing further. Mr. Johnson, I think, asked me yes- 
terday some question as to whether there was any time within which 
the suggestions that I made should be carried out. 

Mr. Johnson. I referred more particularly to the time necessary 
for your stockholders to discuss the matter, in view of the fact that 
you said there were over 1,000 women who hold stock in your com- 
pany. 
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Mr. Hanna. That is exactly what I had in mind, not about the 
women, but about that question, and there has also seemed to be a 
natural disposition on the part of the committee to wonder what 
else they, could do, if they passed permissive legislation, what else 
could be done if the company simply laid back, and if nothing more 
had been done, and I would suggest that in any legislation of that 
fiort that a time limit of a year be put on it, or whatever time the 
committee thinks advisable, for action to be taken under that per- 
missive legislation. It certainly should not be less than six months, 
because these things would take a certain amount of time. I believe 
it is necessary actually to give 30 days' notice to the stockholders 
before a meeting could be held in order to determine the question, 
and more time than that would be necessary. Some time would be 
necessary to work up the details, and it would be better to have 
enough time to carefully consider the matter. 

The Chairman. Have you worked out in your own mind a method 
ivhereby a service at cost plan might be adopted here in the District 
of Columbia with the two roads paralleling each other ? 

Mr. Hanna. A service at cost plan could not be satisfactorily 
^vorked out with two roads paralleling each other as they are 
here to-day. A service at cost plan is dependent, in my opinion, 
upon a consolidation of the two companies, and, as a matter of fact, 
the principal reason that I believe that a merger would be advan- 
tageous to the companies, to the public, and to everybody else is be- 
cause it makes possible the institution of a service at cost plan, which 
is impossible without it. 

The Chairman. Would there be any way of passing a law that 
would take the surplus earned by the Capital Traction Co. and have 
it applied to the expense of operation of the Washington Railway & 
Electric Co. upon a service at cost basis? 

Mr. Hanna. I certainly can not see how any such plan could be 
worked out, either legally or morally. I could not see any possible 
excuse for such a plan. I can not see how it could be considered 
reasonable to take the earnings of one company to pay the charges 
of another company. 

The Chairman. There would not be anything particularly im- 
moral about it if the Capital Traction Co. was allowed to operate on 
a basis of service at cost, and have whatever was earned above that 
applied in some other way, would it? 

Mr. Hanna. Yes, sir. I might just as well go over to the Capital 
Traction Co.'s vault and take some money out and take it over and 
give it to the Washington Railway & Electric Co., in my opinion. 

The Chairman. If you are going to adopt a service-at-cost plab? 

Mr. Hanna. The service-at-cost plan on a merged company would 
be instituted after the merger had been brought about, and in the 
terms of that merger itself the relative earning values of the two 
companies would be taken into consideration. That matter would 
be settled there. But if that is not taken into consideration 

The Chairman. But having a situation here, being confronted by 
a condition and not a theory, what would there be immoral or ob- 
jectionable, as far as the Capital Traction Co. is concerned, if we 
adopted a service-at-cost plan and allowed the Capital Traction 
Co. to be paid the cost of operation, and did not allow it to have 
any more than that? 
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Mr. Hanna. That would depend somewhat upon how the costs of 
operation by the Capital Traction were figured. 

The Chairmax. Suppose it was fibred on the same basis that it 
was in Cleveland, or in any other place, in case there was only one 
street car system. It seems to me it might be immoral from the 
public standpoint to continue to increase fares so that the Capital 
Traction Co. could get an unreasonable return upon its investment, 

Mr. Hanna. In the first place, the Capital Traction Co. has not 
had an unreasonable return upon its investment, and it is not now 
getting an unreasonable return upon its investment. 

The Chairman. Xo: but I take it that when you say you are 
getting now all that you ought to have, and all that you ask for, if 
that is true, and the Washington Railway & Electric Co. ought to 
be allowed to make more, and any increase in fare to that company 
has to be allowed as well to the same fare for the Capital Traction 
Co., then you would be making an unreasonable return. 

Mr. Hanna. That is the situation that has been in existence, and 
that covers the whole problem here to-day. 

The Chairman. I do not care to go into the discussion of that; 
but you used the expression that it would be immoral. 

Mr. Hanna. Well, I will change that to unfair. That is what I 
meant when I said immoral. 

The Chairman. For the life of me I can not see what would be 
unfair about it as long as the Capital Traction Co. was allowed the 
cost of operation, but what I was getting at was whether, in your 
opinion, it would be possible to work out a service-at-cost plan for 
the District with the two companies in operation ? 

Mr. Hanna. I do not think it would be; it might be. 

Mr. BuRDicK. You would have a variation of fares, would you 
not, between the two companies, and you would be up against the 
same condition? 

Mr. Hanna. Unquestionably you would have a variation of fares 
between the two companies as they exist to-day, unless some pro- 
vision such as the chairman has outlined were adopted. I can not 
see, and I have not been able to get any ideas in my mind, as to 
how it can be worked out. 

The Chairman. I was wondering whether there was some way of 
using the surplus fare earned by the Capital Traction Co. over and 
above the cost of service, to make up the deficit of the Washington 
Railway & Electric Co. 

Mr. Hanna. That is just the point that I can not see any fair- 
ness in. There may be. 

Mr. BuRDiCK. How could you have a service at cost with two rail- 
roads? It would vary automatically from time to time, would it not ? 

Mr. Hanna. That would not be a true service-at-cost plan. The 
plan thai^ I understand the chairman to suggest would be a service- 
at-cost plan which would figure out the rate of fare based on the 
average cost of the two companies. In other words, in estimating 
the rate of fare you would consolidate the whole business, and then 
the excess that the Capital Traction Co. earned with that rate of 
fare would be turned over to pay the deficit of the Washington 
Railway & Electric Co. That was what you had in mind, is it not? 

The Chairman. That was my only thought, and I wondered 
whether it could be worked out. 
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Mr. Hanna. I doubt very much if it could, but there are many 
things that are possible that we do not think are possible. 

Mr. Johnson. If the two roads were merged and a service-at-cost 
plan adopted, to what extent, if at all, in your judgment, would the 
road be willing for the Public Utilities Commission to determine the 
number of officials, clerks, and wage earners employed and paid? 

Mr. Hanna. That power of supervision is in the hands of the 
commissioners now. 

Mr. Johnson. Are you sure of that? 

Mr. Hamilton. Not fixing. 

Mr. Hanna. Not fixing, but approving. 

Mr. Johnson. If they disapproved, what would be the result? 

Mr. Hanna. They could disallow it. 

Mr.' Johnson. Under that state of affairs, if the Public Utilities 
Commission entertained the opinion that you were employing too 
many officers and men, or that you were paying them too much, could 
they reduce them ? 

Mr. Hanna. They could refuse to allow those items of cost in 
making the estimates as to what constitutes the total cost exactly 
the same as they did in the case of the Potomac Electric Power Co. 
and the Washington Railway & Electric Co., where they deducted 
from the operating costs of the Potomac Electric Power Co. some 
$200,000 which they claimed should have been borne by the Wash- 
ington Railway & Electric Co. 

Mr. Johnson. Is that transaction in litigation ? 

Mr. Hanna. I am not sure whether it is or not, and I do not know 
that that accurately states it, but I think it does. 

Mr. Johnson. If it is in litigation, then that legal right has not 
been established. 

Mr. Hanna. I do not think the litigation attacks their right to do 
this. I am not sure about this, but my idea is that it attacks the 
correctness of their conclusion, which is an entirely different propo- 
sition. 

Under the Cleveland arrangement, and in most other cities, the 
cost of operation is not left wide open for the companies to do what 
they please. It is fixed, and before any increase in the fixed allow- 
ance for the cost of operation is made it must have the approval of 
the public authority, the representative of the public. 

Mr. Johnson. Now, going back a little bit, I have never gotten 
quite clearly just what explanation you made about the use of the 
money which you have recently earned by the inci'ease of fares. Mr. 
Hamilton said it had been used to charge off something that had been 
incurred in the past. 

Mr. Hanna. Yes, sir. 

The Chairman. I think Mr. Walters one day asked what actually 
became of the money, and that was explained. 

Mr. Hanna. In the year 1919, after the payment of a 6 per cent 
dividend, there was a surplus from our operations of something under 
$400,000. Before the definite ascertainment of what that sur j3us was 
we knew about what it was, and we determined that it would be 
advisable, and requested the commission's approval of the plan, to 
write off from our surplus certain elements oi value in single-truck 
cars and power-station equipment which had disappeared—that is, 
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the physical property had disappeared — ^but which we had not been 
able to write off on our books. 

Mr. Johnson. When you wrote them off what became of the 
money ? 

Mr. Hanna. The money was spent for capital improvement, with- 
out any question. It simply means that in place of this property 
which stood on our books as a dead loss we replaced it with new, pro- 
ductive property. We have spent in the last three or four years over 
a million dollars. We spent last year over $800,000, and we have not 
increased our fixed charges practically at all. We borrowed $250,000 
last year, which is only $50,000 more than we had at the end of the 
preceding year, and the fact that we have spent this new money for 
new cars, extensions to our track, and betterments to our track, with- 
out additional fixed charges, is what has made it possible for our 
company to earn the money that it did earn, and the public has, of 
course, benefited thereby. 

Mr. Woods. You reduced the amount of capital on which you pay 
dividends? 

Mr. Hanna. Yes, sir. The actual condition meant that new, useful 
property was exchanged for the old property which had been put 
out. of commission through legislative direction, through the action 
of the Interstate Commerce Commission, fii*st, in the abandonment of 
those single-truck cars which had had a long life of service before. 

STATEMENT OE ME. LOinS BROWNLOW, PEESIDENT BOABB OP 
GOMMISSIOHEES OF THE DISTBICT OF COLUMBIA AND MEMBEE 
PUBLIC UTILITIES COMMISSION OF THE DISTEICT OF CO- 
LUMBIA. 

Mr. Browndow. Mr. Chairman, I do not intend to be any more 
extended in my remarks than is necessary. 

I would like to recall to the committee some of the things which 
Col. Kutz said at the beginning of this hearing, and to supplement 
some of the things that he said, to show the considerations which 
prompted the commissioners to submit the bill upon which the hear- 
ing is being conducted. 

I would like to go back, then, to the conditions which confronted 
the commissioners at the time they issued the order of October 18, 
1919, increasing the fares from the rate of 5 cents, with 2 cents for 
transfers, to the present rate of 7 cents cash, or 4 tickets for a quarter, 
which order was for six months' duration, and will expire by limita- 
tion on the 1st of May, 1920, unless prior to that time the commis- 
sioners shall have otherwise ordered. 

An application was submitted to the commission for increased 
rates by the Washington Eailway & Electric Co. and by the Potomac 
Electric Power Co. Very long consideration was given to those ap- 
plications. That was in the early part of the year, in February, 
1919. Both companies asked for increases, the Potomac Electric 
Power Co. asking for an increase to the old rate of 10 cents. The 
petition of the power company was subsequently withdrawn under 
date of March 20, 1919. At that time the street railway rate was "5 
cents flat. A 2 cent transfer charge was granted later, and then m 
the late summer and fall the hearings were had which led up to the 
iiKue of the order of October 18. 
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When that case was before the commission four possible solutions 
were considered. One was a suggestion made in the hearing by Mr. 
Ham, and which was favored by Mr. Grardiner, namely, to increase 
the rates of the Potomac Electric Power Co. to make up what was 
needed by the Washington Railway & Electric Co., and to that I shall 
refer more in detail later. 

The next consideration, which was one of the methods of relief 
suggested by the company, was the establishment of a system of zone 
fares. I think Col. Kutz very clearly set forth the reasons which at 
that time impelled the commission to reject that method of relief. 
I do not believe he stated another reason which actuated me, at least, 
and that was that we had no sufficient data upon which to base a 
prediction of the results of a zone fare. We had no experience which 
would guide us as to the limit of the zones or the rates that would 
have to be established in the secondary and other zones to produce 
the amount of relief that was shown to be needed by the company. . 

So that both on that ground and on the ground of general social 
policy, which was indicated by Col. Kutz, in brief, that the city 
had i3een built up on the basis of the flat fare, and that there was 
so much general public opposition, we rejected that plant. 

The Chairman. Have you any additional data now that would, 
you think, lead you to reconsider your action in that respect? 

Mr. Brownlow. No; we have not, but it would be less difficult, 
Mr. Mapes, to make a reasonable guess, as to the amount of relief 
that is now asked by the Washington Railway & Electric Co. and 
the amount that may be shown when the hearing is held that they 
need, than it would be for the very larger amount of relief that was 
needed at that time. 

The Chairman. The reason I asked that question is because you 
said that at that time you had no data upon which to base a con- 
clusion. 

Mr. Brownlow. And we have not now, but general considerations 
would enable a more intelligent estimate to be made where a com- 
paratively small amount of revenue was to be raised by a zone fare 
than where a very large amount was to be raised, simply because it 
is a smaller problem, and therefore an error in the estimate would 
not be relatively so great. 

Having rejected these two methods of relief, we determined that 
it would be necessary to increase the fares for the benefit of the 
Washington Railway & Electric Co., and then we were confronted 
with the problem of what to do with the Capital Traction Co. It 
has been generally agreed that it would have been destructive of 
the transportation facilities, at least it would have very greatly inter- 
rupted their operation, to have had a different fare on the two sys- 
tems, and that it would have defeated the very purpose desired, since 
it would not have afforded relief to the Washington Railway & Elec- 
tric Co., but, in all probability, would have further disturbed and 
injured its financial status. 

So, with those considerations in mind, we granted the increase in 
fare to be effective on the first of November for a period of six 
months, the same increase to both companies. In the opinion which 
accompanied the order the majority of the commission then indi- 
cated its purpose to suggest a change in the tax law which would 
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tend to equalize the difference in earning power that was brought 
about by this condition, believing as we did then, and as we do 
now, that with the difference that exists between the two companies, 
a graduated tax on net income is a fairer measure of the value of 
the privileges which the companies enjoy than a gross receipt tax, 
which imposes practically the same burden upon both of the com- 
panies, despite their great difference in earning power. 

While we were considering the question of what particular form 
of change in the tax law to suggest, the Washington Railway & Elec- 
tric Co. again came before us with another application for relief, 
and, as Col. Kutz has indicated, at that time the Senate had passed 
a bill, called the Cummins bill, which attempted an equalization of 
a condition among the railroad systems of the country that was not 
unlike, the condition that confronted us here, with respect to the two 
local street railway companies. 

But again it has been suggested, and this was the main matter 
about which I wish to talk to the committee this morning, that the 
burden of maintaining the Washington Railway & Electric Co. 
should be placed upon the consumei's of light and power, who are 
the customers of the Potomac Electric Power Co., by virtue of the 
fact that all of the stock of the Electric Light Co. is owned by 
the Washington Railway & Electric Co. That was advocated at the 
time of the issuance of our last order, in October, by Mr. Gardiner, 
and has been advocated by him before this committee and has been 
supported by the representatives of both of the street railway com- 
panies. 

I can not believe that anyone would seriously advocate the proposi- 
tion that the users of one service of a public-service corporation 
should be justly called upon to bear the burden of another service, 
as a principle. I do not believe it would be advocated, except as an 
expedient to meet a condition, and I believe that it is as an expedient 
that it was advicated here and that it was advocated by Mr. Gardiner 
in the commission when these matters were under discussion. I 
myself, and I think Col. Kutz agreed with me, have doubted the 
expediency, as well as refusing to admit the principle. We doubted 
the expediency because we believed that so far as our power was 
concerned we had no right deliberately to raise the rates for power 
in order to afford relief to the street car company and the street car 
riders. 

And in connection with that I would like to refer briefly to a few 
of the cases that we considered at that time. I have these for con- 
venience written out here, but I have brought the volumes of th€| 
public-utilities reports in which these cases appear, to leave them 
here for the use of the committee. 

One case which was decided by the Missouri Public Service Com- 
mission on July 29, 1918, and is found in Public Utilities Reports, 
1919-A, page 713, is the case of the Jefferson City Light, Heat & 
Power Co., and the commission said in that case : 

In count No. 3 the petitioner requests, In eiTect, that it be allowed to increase 
the rates and charges for electric energy so as to produce a net return in 
excess of the reasonable return on the investment used and useful in serving 
the public with electric energy, so as to offset the inevitable loss which the 
petitioner anticipates from the operation of the gas plant 
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If the gas and electric plants were owned by different parties, the public 
could not properly be assessed through excessive rates in one plant to balance 
a loss suffered in the other plant To grant the request of the petitioner in 
this respect would be to penalize the public for allowing both plants to be 
owned and operated by the same party or corporation. 

The proposition is manifestly unfair and unjust to the consuming^ public. 
The fact that the greater part of the burden of the increase in rates and 
charges would be borne by customers who are users of both gas and electricity 
does not justify an excessive charge for electricity. 

The commission will refuse to grant the request of the petlticmer to consider 
the two properties as one, allowing excessive rates in one property to offset 
losses in the otlier property, but will grant only such rates for each property 
as may be justified by, the investment and by the value of the plant used and 
useful in the public service In that particular property. 

That was a case in which both plants were operated by the same 
corporation. 

Another case is one before the Washington Public Service Com- 
mission, the case of the Public Service Commission of Washington 
on relation of Everett Trades Council v. Puget Sound International 
Eailwaj^ & Power Co., w^hich was decided in December, 1915, and is 
found m Public Utilities Reports, 1916B, pages 84-85, in which is 
is held : 

It has been suggested to the commission that the railway d^artnient should 
be considered in conjunction with the light and water departments, and the 
deficiency in return of the railw^ay department be made good out of the exces- 
sive return of the other two departments; in other words, that the users of 
electrical energy or of water should be charged excessive rates in order that 
the excess in returns of the water and light might be transferre<l to the rail- 
way department to make the return of such department sufficient. The users 
of the electrical energy or of the water may, or may not, be patrons of the 
railway department. The defendent company might be engaged in many dif- 
ferent kinds of business. It is unfair to increase the charges to the patrons of 
one department in order that another departm^it may show a return. The 
users of light and water have a right to a supply of electrical euergj* or water 
at fair, just, reasonable, and sufficient rates, independent of whether or not 
some other department operated by the same company is profitable or other- 
wise. If the rates of some other department are not fair, they should be made 
so, but the Public Service CJommission has no right under the law to tax users 
of electrica lenergy or water in order that the patrons of a street railway 
may be permitted a low rate, or in order that the utility may be permitted 
to compete with some other form of transportation. The rates now estal>- 
lished by the commission in this instance with the same patronage will allow 
the company a return of 8 per cent, and while the Public Service Ck>mniisHion 
has not and will not establish any definite return as applicable to all ca.ses, 
we consider that the return under the rates now established by us to be jnst. 
fair, reasonable, and sufficient, and this meets the statutory requirement. 

Another case along the same line is that decided by the Oregon 
Ji^ublic Service Commission, in the matter of the Portland Bailway, 
Li^ht & Power Co., decided October 5, 1917, and found in Public 
Utility Reports 1918A, pages 754-755, in which the commission says: 

The idea which appears to have been prevalent that, if the operations of 
the utility as a whole have been profitable, the fact that a particular branrh 
of the service was unremunerative, or indeed was operatetl at a loss, was of 
no consequence, seems to have been dispelled by the Supreme Court of the 
United States in three cases decided March 8, 1915, viz., Northern P. R. Co. r. 
North Dakota; Minneapolis, St. P. & S. Ste. M. R. Co. v. North Dakota (23t> 
U. S., 585; 59 L. ed. 735; L. R. A., 1917F, 1148; P. R. R., 1915C, 277; V* 
Sup. Ct. Rep., 429; Ann. Cas., 1916A, 1), and Norfolk & W. R. Co. r. Conley 
(236 U. S., 605; 59 L. ed., 745; P. U. R.. 1915C, 293; 35 Sup. Ct Rep.. 437>. 

I presume those are the Minnesota rate cases, are they not? 
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Mr. BowEN. The North Dakota case, Mr. Brownlow, decides just 
the reverse to what you are contending tor. 

Mr. Brownlow. I am not contending, I am just quoting. 

Mi*. Bo wen. I just want to call the committee's attention to the 
fact that the case decided that where the rate is not remunerative 
the carrier may object, and has laid down this broad principle, that 
the legislature has a wide range of latitude in prescribing rates, and 
their wisdom in establishing rates is not the subject of judicial 
review except when those rates fail to give a substantial return. 

Mr. Brownlow. I have- not read all of these Supreme Court cases, 
I must confess. They are simply quoted by the Oregon commis- 
sion in support of their decision, and the Oregon commission says: 

Applying the principles therein set forth to the case under discussion, the 
commission apprehends any attempt to compel the unprofitable operation of 
the street-railway system on the theory that the other departments of the 
utility are earning sufficient revenue to make the business as a whole profitable 
would, if resisted, fail. 

Here is a case where the shoe is on the other foot, and the attempt 
is made to resist the application for an increased rate in one depart- 
ment because the other department already is making an amount 
which would give the entire concern a return. 

The Chairman. Is there not an element in the local situation which 
does not exist in those cases and which has to be taken into con- 
sideration in passing upon the expediency and that is this: If it is 
true, and as far as I am concerned I express no opinion about it, 
that the Washington Railway & Electric Co. ought to have a greater 
return, and that the Capital Traction Co. ought not, you have got 
a situation which does not exist in these other communities to take 
into consideration ? I do not want to interrupt your statement, but 
it seems to be conceded that if fares or charges are to be increased 
here in the District, that the riders upon the Capital Traction Co.'s 
lines must pay more than the service is worth, or costs, and it is also 
conceded that if the deficit of the Washington Railway & Electric 
Co. is made up by increasing the charges to the consumers of the 
Potomac Electric JPower Co.'s product, that they will be called upon 
to pay more than that service is worth. 

Mr. Brownlow. An adjustment which we seek in large part to be 
made up by relieving one company of taxation and putting the bur- 
den on the other so that the total amount of taxes will not be very 
greatly different from the total amount now paid by the car rider. 

But the Oregon commission in this case goes on to say : 

We see no justice in compelling a light or power consumer to assume the 
burden which arises from the street-car operations, and for which the car 
rider alone is responsible. 

Mr. Johnson. Before you get too far away, Mr. Brownlow, is it 
your contention that when you take this money away from the 
Capital Traction Co. by taxation, that that is any relief whatever 
to the car rider, or that that does not impose upon the car rider 
more fare than he should pay? 

Mr. Brownlow. All of the present tax paid by both companies is 
a burden upon the car rider, and if the adjustment were made so that 
substantially the same total amount were paid by the car rider in 
taxes, it would not make a difference to the car rider in the total 
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amount which he would contribute in taxes, or the total fare that 
he would pay. 

For instance, at this time, in the calculations that we have made, 
it seems to be apparent that the existing i*ates of fare would give a 
fair return on the combined fair value of the two properties, so that 
if thev were merged at this time, the existing rate would give in the 
neighborhood of 7 per cent on the commission's valuation of the two 
properties. 

Mr. Johnson. I still do not see how you escape the proposition 
that when a man gets on a Capital Traction car he not only pays the 
cost of his ride on that car but he also pays for the operating ex- 
penses of a car on which he does not ride, the car of another company. 

Mr. Brown LOW. That is true, that the system that we have sug- 
gested here would put all of the cost of the street car transportatioa 
upon the street car riders as a whole. 

Mr. Johnson. Regardless of whether they patronize one company 
only or two ? 

Mr. Brownlow. It would have that effect. The only other pos- 
sible way of putting the cost exactly on the company would be to 
have a different rate of fare, a higher rate of fare on one than on 
the other, which, in the opinion of the commission, is contrary to 
considerations of public policy. 

Mr. Johnson. And those opinions are rendered by the utility com- 
missions in different places? 

Mr. Brownlow. Yes, sir; and I was just reading them to show how 
this (Question had come up in various places and how the various com- 
missions had decided upon it, and these are the cases which we con- 
sidered at the time. 

Mr. Johnson. This ruling of the commission in Jefferson City 
which you read related to gas and electricity ? 

Mr. Browlow. Yes. 

Mr. Johnson. I can see how an electric company can get along 
without gas, and I can see how a gas company can get along without 
electricity, but I can not see how a street car company in these cities 
can get along without electricity. 

Mr. Brownlow. That is true. 

Mr. Johnson. So that they have a relationship that the other two 
businesses have not? 

Mr. Brownlow. They have a more intimate relationship than the 
gas and electric business do; but in the Oregon case that I just cited 
it was a case of the electric-power department and the street railway 
department of the same corporation. 

Mr. Woods. Have you considered the question that has been sug- 
gested here, Mr. Brownlow, that the light consumers, if they pay 
10 cents, would not pay any more than they would have to pay if 
this company was disconnected from the street car company and did 
not have that base consumer to increase its load and thereby reduce 
its per unit cost ? 

Mr. Brownlow. I have something on that, but I would prefer to 
wait until I reach it in connection with another matter. 

Mr. Woods. All right, if you prefer, put it in your own order. 

Mr. Brownlow. I have something to say on that. 
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Now, the Wisconsin Kailroad Commission, in the case of the 
Milwaukee Electric Kailway & Light Co., decided June 1, 1918 
(P. U. K., 191&-E, p. 44), says: 

It is claimed that the company has had excess earnings, and that therefore 
either the fair value of the property of the railway should be cut down, or the 
company should be required to meet a great increase in operating expenses 
without any relief in the way of increased revenue. 

The city, however, in estimating many such excess revenues, has arrived at 
results by taking as a fair value of the property a figure very much below that 
which we now find to represent said fair value. Without deciding, however, 
upon the railway earnings for the years 1912 to 1913, we are clearly of the 
opinion that there are no excess railway earnings for the period from 1910 on. 
If any excessive earnings have been made by the company as a whole during 
the period cinee 1910, they have arisen through the other activities of the com- 
pany, rather than from the railway department; and in this connection it is 
well again to call attention to the fact that the consumers of electricity, or those 
served by the electric utility, are not required, and should not be required as a 
matter of law, to pay excessive rates in order to make up any lack of return^ 
if any lack of return so exists, in the railway department. This question has 
been placed beyond dispute by the Supreme Court of the United .States in 
Smyth V, Ames (169 U. S., 466; 42 L. ed., 819; 18 Sup. Ct. Rep., 418) ; Northern 
P. R. Co. V, North Dakota (236 U. S., 585; 59 L. ed., 735; L. R. A. 1917F, 1148; 
P. U. R., 1915C, 277; 35 Sup. Ct. Rep., 429; Ann. Cas. 1916A, 1) ; Norfolk & 
W. R. Co. V. Conley (236 U. S., 605; 59 L. ed., 745; P. U. R., 1915C, 293; 35 
Sup. Ct. Rep., 437). 

Of course, you all probably remember that in the case of Smyth v. 
Ames it was a question of interstate rates as opposed to intrastate 
rates, and in the Conley case, decided by Mr. Justice Hughes, where 
there was a reduction in passenger rates, the question was whether or 
not the deficit in passenger rates should be made up from earnings 
from freight rates on the railway. 

The commission then goes on to say : 

In passing upon the Milwaukee fare case in the circuit court of Dane 
County, the court said : " The city presented testimony to show that when 
plaintiflTs earnings in the lighting and heating departments were combined 
with those of its street railway department its income was such as to warrant 
the reduction of fares made by the order in the fare case; but counsel for 
plaintiff does not present this position in his brief. It does not appeal to the 
court that it can ask consumers of electric current to help pay the expenses of 
supplying services to those who ride upon plaintiff's street car." 

You see, these commissions, whether the case would come up either 
on the application of the company, or the petition of the city, or other 
body in resisting an increase in rates in an unprofitable department 
by calling attention to excess earnings in another departmet, hold, 
with one exception, which I will state later, and it is the only excep- 
tion I have been able to find, and the ruling has been uniform, that 
each tub must stand on its own bottom. 

Mr. Williams. That is in case of an excessive rate? 

Mr. Brownlow. An excessive rate. In this case nothing was before 
the commission to indicate that the rates were not just, fair, and rea- 
sonable. The order reducing the rates, of course, is in litigation, but 
I mean there was no application here from the light company aff 
such. That application was made and withdrawn. 

The Chairman. I think you answered the question I had in mind, 
whether your attention was called at the time that matter was 
under consideration, or has been since, to any cases where the com- 
mission has required the users of one public utility to make up for 
the deficit of another? 
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Mr. Brownlow. Only one that I have been able to find, and I will 
call attention to that in a few minutes. There may be others. 

Mr. Johnson. In every instance except the one, each tub has been 
required to stand upon its own bottom. In any of those cases had 
the condition arisen where the bottom of one had fallen out, as in 
the case of the Washington Railway & Electric Co. here ? 

Mr. Brownlow. Well, in some of these cases increases in rates were 
panted, increases in rates to the street railway companies were 
granted, despite the fact that they were resisted on the theory that 
another department of the company was making sufficient revenues, 
so that the total earnings of the company were sufficient. 

Mr. Johnson. But in increasing the rate for the tub out of which 
the bottom had fallen, did they also have to increase the rate for 
another tub the bottom of which was growing and expanding all 
the time? 

Mr. Brownlow. No, sir. I think, as far as I know, that the situa- 
tion which we have is unique. 

Mr. Johnson. So, you have no situation like that? 

Mr. Brownlow. None like that, sir. 

The Wisconsin Railroad Commission, in the case of Ashland Light. 
Power & Street Railway Co., decided October 12, 1918 (P. U. R. 
1919A, p. 670), goes on to say: 

As to the railway department being treated as a subsidiary of the electric 
department and the furnishing of railway service as a by-product, we think 
the argument on behalf of the city is fallacious. If the company is to have 
the fair return to which it may be assumed that it may be entitled, that fair 
return must come primarily from its operating revenues, and If the railway 
department is carried as a by-product, it means that the consumers of electric 
current are indirectly made to maintain a railway system whose service is 
not of sufficient value to the public to make it self-supporting. 

Much that the city says with reference to the railway is undisputed. The 
city of Ashland has declined in population, the railway was improperly lo- 
cated, and the management prior to the acquisition by the present owners was 
not good. However, granting the truth of all these statements, we do not 
think it follows that the present owners should be obliged to operate the rail- 
way at a loss, or to recoup their loss by charging higher rates to electric 
customers than would otherwise be necessary. If the 7-cent fare does not 
produce the results which the company hopes for, and there is a possibility 
that it will not, an adjustment can be made later. Meanwhile we do not feel 
that we would be justified in requiring the company to indefinitely carry the 
burden of losses in its railway department. 

Another case where the public had resisted the increase in fares 
on a street railway system. 

Mr. Johnson. Do they not always do that? 

Mr. Brownlow. Yes; I guess they do. I have never known of a 
petition on the other side. 

Mr. Johnson. Without regard to whether there is a need? 

Mr. Brownlow. Yes. I think, however, as suggested here by Mr. 
Hanna, that where the need has been demonstrated, that there is a 
declining public sentiment in opposition, on general principles. I 
think the public is more and more willing to take into consideration 
the extraordiary changes that have gone on in these industries in the 
last few years. 

Mr. Johnson. They have become reconciled rather than satisfied? 

Mr. Brownlow. It may be that reconciliation follows upon a bet- 
ter education. 
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The Colorado Public Utilities Commission, on March 1, 1916, in 
the case of the Colorado Springs Light, Heat & Power Co. (P. U. R. 
1916 C, p. 474), says: 

In its application for a rehearing of this cause the respondent contends that 
its hydro and electric properties, gas properties, and steam properties should 
not be segregated for rate-making purposes, but this commission is of the 
opinion that unless the gas property of the respondent is segregated from the 
hydro and electric properties the patrons of the hydro and electric properties 
naturally will be compelled to maintain the gas plant of the respondent, an 
arrangement for which there is no apparent authority in law. 

This goes on in line with the question you asked a while ago about 
the Jefferson City case. 

The gas property of this respondent is physically separate and distinct from 
the company's hydro and electric properties, and this commission is unable to find 
authority for the proposition that, for rate-making purposes, gas and electric 
properties owned by one company should be valued as one property and the 
rate of return based upon the earnings of the entire property. In fact, counsel 
for respondent frankly admits that this theory is without precedent. 

It is also earnestly contended by the respondent that steam heat is really 
a by-product of the company's manufacture of electricity, and that the steam 
heating and the steam and hydroelectric properties should be valued as one 
for rate-making purposes. This view can not be accepted. While it is true 
that it is somewhat difficult to physically segregate certain parts of the re- 
spondent's steam-heating property from its electric generating plant, this 
condition exists only as to a small portion of the two properties. Should this 
theory be accepted, however, and, for purposes of rate making, the steam 
heating and hydro and electric properties of the respondent be considered as 
one property for the purpose of arriving at a present fair value ui)on which 
to base a reasonable rate of return, it is apparent from the schedule of rates 
hereinafter set forth that the respondent would still be earning a rate of re-^ 
turn from 7i to 8 per cent upon the values of these two proi)erties combined 
as one. 

Now, I have a case which was mentioned here by Mr. Gardiner, 
and which was quoted in the brief of the Washington Railway & 
Electric Co., I believe, or the Potomac Electric Power Co., I have 
forgotten which, in one of our cases, in which this matter is decided 
in the other way, to some extent. In the case of the Fort Scott Gas 
& Electric Co., decided on March 22. 1915 (P. U. R. 1915-B, p. 489), 
the street railway which was owned by this company here, was op- 
erated at a loss, and the commission did permit the burden to be 
put on the electric part of the property. In that case the Kansas 
-Public Utilities Commission says: 

Complainant contends that it was, at that time — 

That is, at the time of obtaining a new franchise. All of these 
companies had been in difficulty, and new franchises were granted 
some time prior to the time of this case, one for the electric company 
and another franchise in the case of the railway company, but they 
were both granted to one concern. So the commission says : 

Ck)mp]ainant contends that it was, at that time, desirous of segregating its 
street railway property under a separate franchise, but was forced by the 
city to have the properties bound together in the manner that they were 
bound together in these franchises, because it was feared by the city that the 
street railway property might be abandoned, as it w^as common knowledge that 
the street railway property was, of itself, not a paying property, but, on the 
contrary, a financial burden to its owners. Complainant contends that these 
properties were purposely bound together in the franchises by the city of Fort 
Scott, so that the property devoted to the serving of electrical current might 
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be made to produce a return sufficient to cover the losses sustained in the 
operation of the street railway system, and that this was the only condition 
under which the city of Fort Scott was willing to grant new franchises to the 
complainant at the time. 

So that in that case it was a contract with the city, and a condition 
of the franchise was that this burden should be borne by the electric 
light consumers. 

The complainant further contends that it carried out the provisions of these 
ordinances in good faith, by expending all of the $50,000 required for im- 
provements to its combined properties, and considerably more, and that it 
would be unjust to have the electric property segregated now for rate-making 
purposes, without regard to the losses from street railway operations, as it is 
alleged the city is attempting to do. Complainant also shows that through 
the making of these improvements the electric service to the inhabitants of 
Fort Scott was greatly improved. The principal improvements consisted of 
the supplying _of alternating-current service instead of direct-current service 
and the substitution of four-am :/ere magnetite arc lamps for the old-style arcs 
formerly used for street lighting. In making this contention, however, it is 
admitted by complainant that its property was at the time in a run-down con- 
dition; that certain improvements were badly needed; that the expending of 
money for improvements to the property was contemplated anyway ; and that 
the making of the imijrovements resulted in considerable economy to the com- 
plainant in the production and distribution of its electrical current. 

* * * * « * * 

The chief question involved in this case is whether or not the losses in the 
operation of the street railway system may be recouped from earnings in the 
electric department. We think the evidence is quite clear that there was a 
general understanding, when the franchises were grante<l in 1910, on the part 
of all concerned, that the street railway property was of itself not a paying 
property, and that the intention of the city was to so arrange the franchises 
that the street railway property could not be abandoned, There is no testimony, 
however, showing that it was the purpose of the city at that time to fix the 
electric-light rates high enough to cover the losses from operations of the 
street railway property, but whether or not this was the purpose of the city 
is immaterial. In either case, the commission finds that it must use its own 
judgment in passing upon the merits of the question. 

We do not believe that it is the desire of the citizens of Fort Scott to have 
the street railway enterprise abandoned. It is our opinion also that the citi- 
zens of Fort Scott are not so unreasonable as to exiiect the complainant to 
continue operating the street railway property, year in and year out, at a -loss. 
To insist upon this would be to insist upon confiscation of the property, which 
is neither lawful nor desirable. That the street railway system is being, and 
has been in the past, operated at a loss is shown by uncon trover ted testimony. 

We know of no way whereby the revenue of the street railway system may 
be increased. If the fare was fixed at more than 5 cents per passenger we 
doubt if anyone would ride the cars, and that this would reduce rather than 
increase the revenue is beyond the peradventure of a doubt. 

The commission is therefore of the opinion, and so finds, that for the pur- 
pose of determining whether or not the rates charged are just and proper the 
electric, street railway, and steam-heating properties should be treated as one, 
and if the rates are just and proper they should yield a fair return upon the 
fair value of the property used and useful in performing the street railway^ 
electric, and heating services. We have combined these proimrties for conven- 
ience, chiefly because they are all served from the same power house. 

Mr. Johnson. What is the date of that? 

Mr. Brownlow. That is 1915. 

Mr. Johnson. What is the date of the fii^t case you read, the gas 
and electricity case? 

Mr. Brownlow. That was in 1918. 

Mr. Johnson. If you can continue to do so, give the dates of the 
other opinions you read. What time in 1918? 

Mr. Brownlow. The first case was July 29, 1918. That was the 
Jefferson City case. The Puget Sound case, Washington, December 
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15, 1915. The Portland Railway Light & Power Co., in Oregon, was 
October 5, 1917. The Milwaukee Electric Railway & Light Co.^ 
Wisconsin, June 1, 1918. The Ashland Co., Wisconsin, October 12^ 
1918. The Colorado Spring Co., March 1, 1916. The Fort Scott, 
Kans., case, March 22, 1915. 

Mr. Johnson. So that you have no case that has been decided 
since this extreme necessity has been on ? 

Mr. Brownlow. Well, these 1918 cases were cases where there was 
extreme necessity for increase in rates. 

Mr. Johnson. It occurred to me that they were decided more on 
general principles than any consideration whatever being given to 
expediency. 

Mr. Brownlow. I think they were decided on the question of 
general principles. 

Mr. Johnson. Expediency being disregarded? 

Mr. Brownlow. Yes; expediency being very largely disregarded 
in those cases. 

Mr. Johnson. Now, we have this case. The Government has fixed 
the retail price on sugar. It is a well known fact that no retail 
merchant could handle sugar at the difference between the whole- 
sale price and the retail price, when rent and clerk hire and taxes, 
fire insurance, were all considered. Now, if the retail merchant had 
not charged more for something else that man has to have, then 
there would be no retail distribution whatever of sugar in the United 
States. I am wondering whether you can induce yourself to think 
that there is any parallel between these two situations. 

Mr. Brownlow. In my opinion, Mr. Johnson, Congress would 
have the power to follow this suggestion. Congress could increase 
the electric light rate. 

Mr. Johnson. That is one of the things under consideration here, 

Mr. Brownlow. That is one of the things that has been suggested 
to this committee. I do not believe the commission would have had 
the power to do it, because I think the rate that would have been 
necessary would be excessive to the consumer. 

Mr. Johnson. It is quite evident that the commission did not have 
the inclination to do it. 

Mr. Brownlow. And one of the reasons why was that we believed 
we did not have the power — that it was illegal. 

Mr: Johnson. So that if Congress should delegate the power, then 
it is at least probable that the commission might change its opinion — 
its inclination? 

Mr. Brownlow. Should delegate the power? You mean pass a 
law that would give the commission the specific right to increase the 
rates of the consumer for one power to meet the needs of the con- 
sumer of another service? • 

Mr. Johnson. Yes. 

Mr. Brownlow. I had not considered that. 

Mr. Johnson. I mean more particularly to ask if you Jiad not, as 
you thought, at least followed the law, rather than what was just to- 
ward the public in this particular juatter. 

Mr. Brownlow. No, sir. .^ • ^ . 

Mr. Johnson. Then the passage of a law giving, you authority^to 
do it would not change your opinion about the equities of the case? 
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Mr. Brownlow. The only suggestion that has been made here m 
which I have referred to the power of Congress was that the Con- 
gress might change the rate itself, and I have not read anything to 
convince me that there would be any way in which such action by 
Congress could be resisted in the District of Columbia. 

Mr. Benson. You reduced this rate on electricity on your own ini- 
tiative, without any request or petition from the community ? 

Mr. Brownlow. Oh, yes. We did that when we determined the 
fair value of the property. 

Mr. Benson. Well, there was no necessity for you doing that from 
a legal standpoint. 

Mr. Brownlow. The whole theory of the public utilities act of 
1913 — the whole theoiy of the creation of the commission and of em- 
powering it to determine the fair value — was that a rate should be 
determined in accordance with that fair value. 

Mr. Benson. Suppose you had not reduced the rate on electric 
light ; what would have been the return on your capitalization ? 

Mr. Brownlow. There is about $1,000,000 impounded now, but I 
liave not the calculation as to the rate of return, Mr. Benson. 

Mr. Johnson. $1,600,000. 

Mr. Brownlow. About 10 per cent, roughly. 

Mr. Benson. Ten per cent on your capitalization? 

Mr. Brownlow. On our valuation. 

Mr. Benson. What per cent would that have been upon the con- 
tention of the company as to its valuation? 

. Mr. Brownlow. That case was decided a long ;time ago. I 
imagine about 5 per cent. I have not the figures. 

Mr. Benson. So that if you split the difference between your val- 
uation and the company's valuation, that would be earning only 7i 
per cent, even at a 10-cent rate now. 

Mr. Brownlow. Well, of course, if you split the difference and 
those figures are correct, that would necessarily follow. We do not 
believe that our valuation is too high. 

Mr. Benson. It has been stated that in getting at the earnings of 
the power company that you concluded that the contract with the 
power company by the railway company was $250,000 or $280,000 
too little, and therefore you assumed that the power company had 
that much additional return, or could get it. That is correct? 

Mr. Brownlow. Yes, sir. 

Mr. Benson. And yet when you figured up the returns which you 
were to allow the railway company, you did not allow them for hav- 
ing paid that $200,000 for power? 

Mr. Brownlow. No, sir; they did not pay it. 

Mr. Benson. How do you justify that calculation? 

Mr. Brownlow. The sole reason for that was that it had not been 
actually paid and was not an actual operating expense. 

Mr. Benson. And it had not been actually received ? 

Mr. Brownlow. No; but in our opinion it should have been re- 
ceived. 

Mr. Benson. Then, in your opinion, it should have been paid? 

Mr. Brownlow. Yes, sir. 

Mr. Benson. Well, if it should have been paid, it should have 
had returns enough to justify having it paid? 
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Mr. Brownlow. You mean that the street-railway should have 
had? 

Mr. Benson. Yes. 

Mr. Brownlow. Well, but it was not actually paid. It was not 
actually an operating exipense. 

Mr. Benson. But they should have had returns enough, and if it 
was paid it would have come back to them ? 

Mr. Brownlow. Yes ; it would come back to them because they get 
the returns. 

The Chairman. You charge it to the power plant ? 

Mr. Brownlow. That is true, because we calculated their actual 
operating expenses, and they did not pay it. 

Mr. Ham. The company urged the item. It was not omitted in our 
claims. 

Mr. Brownlow. No ; it was not omitted in the claims. 

Mr. Barbour. And the money represented by expenditures had 
been actually spent, had it not? 

Mr. Brownlow. You mean by the Potomas Electric Power Co. ? 

Mr. Barbour. Yes. The expenditure represented, taking the twa 
companies together, that expenditure had been actually made by one 
or the other, and yet when you combined the amounts they were not 
allowed credit for it ? 

Mr. Brownlow. They must have been made by somebody. 

Mr. Benson. Mr. Brownlow, you are not a lawyer, are you ? 

Mr. Brownlow. No, sir. This little essay in quoting decisions is 
my first offense, Mr. Benson, and I acknowledge that I do it some- 
what inexpertly; but I am merely showing the things that were 
before us at the time we rejected this proposition. 

Mr. Benson. Are you an accountant ? 

Mr. Brownlow. No, sir. 

Mr. Johnson. What commodity other than produced by the Poto-^ 
mac Power Co., which is of general use, has been reduced in the last 
year or such a matter because the cost of its production has become 
less? 

. Mr. Brownlow. Because the cost of its production has become 
less? 

Mr. Johnson. Yes, sir. 

Mr. Brownlow. I do not know of anything in which the cost of 
production has become less. 

Mr. Johnson. What other commodity has the local Public Utilities 
Board here reduced besides the current from the Potomac Elec- 
tric Co. ? 

Mr. Brownlow. None ; no other commodity. 

Mr. Johnson. What has any other public utility commission re- 
duced in the last year? 

Mr. Brownlow. None that I know of. 

Mr. Johnson. So that this stands out as an isolated case, does it 
not ? 

Mr. Brownlow. This was reduced nearly three years ago instead 
of in the last year. 

Mr. Johnson. No increase in the cost of production had arisen in 
the meantime to justify an advance? 

Mr. Brownlow. Not a sufficient one, so far as the figures we haver 
had are concerned, so far as I know. 



I 
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' Mr. Johnson. Has the cost of coal gone up any? 

Mr. Brownlow. The cost of coal has gone up. 
. Mr. Johnson. And the cost of labor? 

Mr. Brownlow. The cost of labor and all costs. 

Mr. Johnson. Wherever one piece of machinery had to be replaced, 
as is so often the case in an electric plant, has the cost of that in- 
creased ? 

Mr. Brownlow. All costs have increased. 

Mr. Johnson. Of course, Mr. Brownlow, you are fully aware of 
the fact that the position is being held in some quarters that this 
reduction on the cost of electricity was done not so much on the 
merits of the case as a means of coercion, if not that, at least a means 
to bring about the end of the interference with the street car com- 
pany. 

Mr. Brownlow. I never heard that suggestion until Mr. Ham 
intimated something of that kind the other day. 

Mr. Johnson. Then, you are aware that that is being held in some 
quarters ? 

Mr. Brownlow. I heard it here the other day. Nothing was a 
greater surprise to me, so far as I am personally concerned. I was 
a member of the commission at that time and the thought was not 
entertained or considered for a moment. 

Mr. Johnson. You know also that it is being said in some quar- 
ters that this reduction in the cost of electricity is but the means to 
the end of having municipal ownership ? 

Mr. Brownlow. No, sir. 

Mr. Johnson. You have not heard that? 

Mr. Brownlow. No, sir. 

Mr. Johnson. I have. 

Mr. Brownlow. Well, I have not, and it certainly is not true, so 
far as I know. 

Mr. Benson. You had Mr. Bemis as your expert? 

Mr. Brownlow. In the valuation cases ; yes. 

Mr. Benson. Did not Mr. Bemis, before he became an expert on 
regulation, write a work favoring Government or municipal owner- 
ship of corporations? 

Mr. Brownlow. I do not remember the particular work, but I 
know that he has favored municipal ownership. 

Mr. Benson. And did he not, in the gas and electric companies 
case in Baltimore City, admit that he was in favor of regulation as 
a means to producing government ownership or municipal owner- 
ship? 

Mr. Brownlow. I do not know, Mr. Benson. I know that the 
contentions that he brought forward in the cases that were before us 
were not followed by the commission. Mr. Bemis organized the 
vahiation bureau, but the commission was not controlled or in many 
respects was not to any appreciable extent guided by his beliefs or 
suggestions. 

The Chairman. Going back to something that was brought out a 
few moments ago; Congress having created a Public Utilities Com- 
mission, having given it the authority to fix the rates and charges of 
the public utilities in the District, and the Public Utilities Commis- 
Hion having now the authority to do that, having gone into the mat- 
t(*r with expert advice, do yoii think it would be proper legislation or 
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that Congress could with good grace instruct the Public Utilities 
Commission to provide any particular charge for the public utility 
service in the District ? 

Mr. Brownlow. It would to that extent, of course, be abolishing 
the agency which it created to deal with these questions. I brought 
up that question awhile ago to make a differentiation that was in 
my mind. I do not believe that the commission could legally do this 
thing, and I believe it could be successfully resisted in the courts if 
it attempted to do it, whereas a rate fixed by Congress perhaps could 
not be successfully attacked. . 

The Chairman. You think that Congress could properly do it? 

Mr. Brownlow. You mean do I think it would be proper for Con- 
gress to do it? 

The Chairman. Or advisable for Congress to do it? 

Mr. Brownlow. I do not, sir. 

The Chairman. The Public Utilities Commission now has the 
power to do it, if, in its judgment and wisdom, it sees fit to do it? 

Mr. Brownlow. I do not believe that we have the power to in- 
crease the electric light rates for the purpose of makiujv up a deficit 
in street railway operation, if we were so minded, I stul oelieve we 
do not have the power. 

The Chairman. That is qualified by the fact that you said a while 
ago that you were not a lawyer, and some of the lawyers have not 
agreed with you. 

Mr. Brownlow. And some lawyers have agreed with me. 

Mr. Woods. There are lawyers who do not disagree. 

Mr. Brownlow. I have never known them all to agree. 

Mr. Woods. You have not answered my question any further that 
I asked some time ago. I do not know whether you want to answer 
it any further. My thought was this. It has developed here that 
one of these power plants produced current perhaps 5 mills cheaper 
than the other, and that reduced cost by the Potomac Co. was due 
to the fact that it had a heavier load and has larger units in its 
plant. Now, do the consumers of electric current have any just 
ground to complain if they are not paying more than they would 
pay, but for this base load which enables the Potomac Co. to reduce 
its per unit cost? 

Mr. Brownlow. The facts are that in my opinion, at any rate, 
the consumers of electric light current during the history of this 
combined ownership, have done a good deal towards the support of 
the Washington Railway & Electric Co. and have done a good deal to- 
ward recompensing that corporation for the guarantee of the securi- 
ties of the electric light company, because during all the time when 
these economies were being effected the consumers of electric energy 
got no benefit from it. The rate stood at 10 cents, fixed by Congress, 
and while there were some reductions in wholesale lots, no benefit 
accrued to the consumer because of those economies. When we de- 
termined the valuation of the Potomac Electric Power Co. we found 
that it was earning in excess of what was a fair rate of return, and 
we established a rate which we believed would bring in a 7 per cent 
return, and it has, as a matter of fact, according to our calculations, 
done that. Now, that case has been in litigation for two years or 
more. It was said here that the light company was a very small 
thing. At the time of the consolidation of these various companies 
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into the Wftshington Bailway & Electric Co. and the acquisition of 
the Power Co. just before that, the two pacing railway companies 
were the Metropolitan Co. and the Columbia Co., and the United 
States Electric Light Co. also was a paying concern; that was next 
in earning value to the Metropolitan Co. 

Now, during its entire history the Washington Railway & Electric 
Co. has never paid more than 5.87 per cent dividend on its capital 
stack in any one year, that being the sum of 5 per cent on preferred 
stock and 7 per cent on the common stock. The Potomac Electric 
Power Co. has during these years, on its stock, paid in 1904, 10.3 per 
cent, the first vear there was some accumulation ; 1905, 6.8 per cent ; 
1906, 7 per ceiit; 1907, 8 per cent; 1908, 8 per cent; 1909, 8 per cent; 
1910, 9,3 per cent; 1911. 9.5 per cent. Then the capitalization was 
increased Dy $1,000,000, in oi^er to purchase with that million dol- 
lars' worth of stock from the Wasliington Railway & Electric Co. 
the right to a power-site project at Great Falls and aft«r the increase 
of capitalization they paid 8.88 per cent; in 1913, 10 per cent; from 
1914 to 1918, 11 per cent; and in 1919, 9 per cent dividends. 

The Chairman. Those are dividends actually paid? 

Mr. BiiowNLOW. Those are dividends actually paid by the Potomac 
Electric Power Co. 

Mr. Williams. On its capital stock ? 

Mr. Brownlow, On its capital stock ; yes, sir. 

Mr. BowEN, Will you let tne record show what proportion of the 
Potomac Electric is stock and what proportion is bonds, so that the 
committee will see that the stock is very much smaller than the 
bonds ? 

Mr. Brownlow. I think there is $6,000,000 of stock at the present 
time. What are the bonds? 

Mr. BowEN. We would like to have you insert it as a part of your 
testimony later, so that the record will show the proportions. 

Mr. Brownlow. All right; I will put it in the record. 

The Chairman. Will that show the dividends of the Potomac 
Electric Power Co. from the time of its orfranization to date? 

Mr, Brownlow. Yes, sir. I will insert that in the record so as to 
show both amounts. 
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The CHAiR5t.\N, Can yon also give the dividends paid on the 
stock of the Washington Railway & Electric Co. since its organiza- 
tion? 

Mr. Bbownlow. Yes, sir; I have it here also. 

The Chairman. Mr. Hamilton gave those of the Capital Traction 
C-o, I think the committee would be glad to have the ngui-es for the 
AVashington Railway & Electric Co. 

Mr. Bhownlow. It was organized in 1902: 1904 was the first 
year in whicli dividends were paid, and 2^ per cent was paid on the 
preferred stock. In 190,5 and every year since that time down to 
and including 1919, 5 per cent was paid on; the preferred stock. 
The annual dividend was $425,000 on the amount of preferred stock 
of $8,500,000. The common stock paid no dividend on the $6,500,000 
until 1909, when it paid 1 per cent. In 1910 and 1911 it paid 2 per 
cent ; in 1912, 4 per cent ; in 1913, 6} per cent ; in 1914, 1915, 1916, 
it paid 7 per cent; in 1917, 0^ per cent; in 1918, 5 per cent, and in 
1919, li per cent. 

Mr. Barbodh. The funds from which those dividends are paid 
are made up in part from the Potomac Electric Power Co J 

Mr, Brownlow. Yes. All of the Potomac Electric Power Go. divi- 
dends went into the Washington Railway & Electric Co. and were 
distributed in that wav. 

The Chairman. Wfiat did the commission find as to the actual 
value of the cc«nmon stock of the Washington Railway & Electric 
Co.? 

Mr. Brownlow. We found a value of the property, used and 
useful, in the Washington Railwajl & Electric Co. in the District 
of Columbia, Now, common stock and preferred stock of the Wash- 
ington Railway & Electric Co. represent more than that, since it 
represents direct ownership and ownership through stock owner- 
ship in some of the lines m Maryland, and it also represents an 
equity in the Potomac Electric Power Co. The commission has not 
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made any allocation of that money. We have valued the property 
of the railway company and its railway subsidiaries, the City & 
Suburban and the Georgetown & Tenleytown roads, used and use- 
ful, in operation in the District. 

The Chairman. Without any reference to stocks and bonds? 

Mr. Brownlow. Without any reference to what proportion of 
the stocks and bonds were covered in that. 

Mr. Barbour. You have stated that you did not think that under 
this public utility law the Public Utilities Commission had the 
right to make any allowance by reason of the relation between the 
Potomac Power Co. and the Washington; Railway & Electric Co., 
I understood, in the way of rates? 

Mr. Brownlow. Yes, sir. 

Mr. Barbour. Would it be possible for you to make any specific 
reference to the provisions of tne statute that you rely on to support 
that ? 

Mr. Brownlow. I rely on the general rule that each corporation 
should be charged for its own service. The commission declined to 
admit the Washington Railway & Electric Co. as a party to the 
valuation proceeding of the Potomac Electric Power Co., and later 
when that case was taken to the Supreme Court of the District of 
Columbia, the Washington Railway & Electric Co. again sought to 
be made a party. Mr. Justice Gould declined that. I do not re- 
member the form which it took, but he refused to admit the railway 
company as a party. 

Mr. Barbour. You are mistaken on that. 

Mr. Ham. Would the views of the commission in this respect be 
modified at all if this inhibition contained in the act of Congress 
of 1900 were removed, or would they be of the same mind ? 

Mr. Brownlow. These commissions held otherwise in different 
places, and certainly I agree with them in principle, that it made 
no particular difference, because in many of these cases the corpora- 
tions were one and the same ; they were different operating sections 
of the same corporation. 

Mr. Ham. You are of the present mind that even if this was all 
one company that the attitude of the commission in this respect would 
be the same as it has been in the past? 

Mr. Brownlow. If it was all one company, I still believe that the 
electric utility should bear only the costs of the electric utility. 

Mr. Johnson. I was about to ask that the situation be viewed 
from another standpoint. All along we have been* reviewing it 
from the standpoint of the Potomac Electric Co. being a financial 
assistance to the street railway company. Suppose we reverse the 
viewpoint, and the ownership being unchanged at all in the two con- 
cerns, and the electric light company were not only making no money 
but were losing money, and the town had to go dark, and tne railroad 
company, owned by the same people, had to have increased revenues 
to help it out; would you let the town go dark? 

Mr. Brownlow. Well, we would increase the electric light rates ; 

at least, I would. 

Mr. Johnson. Would you follow the same policy that you have 
followed, that of increasing the rates on the other railroad, by increas- 
in^r the charges for the gas company, too? How would you avoid it ? 

Mr. Brownlow. On the gas company ? 
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Mr. Johnson. Yes. 

Mr. Brownlow. I do not follow you. 

Mr. Johnson. When you increased the fare on one railroad com- 
pany, which was necessary, you also increased the fare on another 
railroad company, which was not necessary. Now, if you increased 
the rates for the electric light company, which under this imaginary 
case would be necessary, would you net also increase the rates of the 
gas company so as to maintain a parity of both electricity and gas for 
illuminating purposes in the District of Columbia? 

Mr. Brownlow. I do not think it would be necessary. I do not 
think that would be the case. 

Mr. Johnson. It would still be just exactly the thing that you 
have done, would it not? 

Mr. Brownlow. No, sir; I do not think so, because I do not be- 
lieve that the electric utility and the gas company are in exactly the 
same business. 

Mr. Johnson. They are both in the illuminating business? 

Mr. Brownlow. Yes; they are both in the illuminating business, 
and they are both in iiie heating business, and to some slight extent 
they are both in the fuel business. 

Mr. Johnson. Wherein do they diflter? 

Mr. Brownlow. In the practical application of the distribution 
system. 

Mr. Johnson. Which is of no consequence. 

Mr. Brownlow. It would certainly be of considerable consequence 
in that case, because in all probability the gas company could go 
ahead. 

Mr. Johnson. Well, the Capital Traction Co. could go ahead with- 
out this increase for itself. 

Mr. Browt^low. But the electric-light users would meet the in- 
crease. They would not change to gas, because it would be a great 
inconvenience to change to gas. A great many electric-light users 
also use gas. They use electric light for illuminating purposes and 
gas for fuel. 

Mr. Johnson. Therefore they are exactly alike, from the stand- 
point of use ? 

Mr. Brownlow. No, sir; I do not believe they are, because I do 
not believe that if we increased the electric-light rates now that that 
would entail necessarily an increase in gas rates. 

Mr. Johnson. Neither is there a necessity for it. 

Mr. Brownlow. But under your theory, as I understand you, it 
would be just as necessary to increase the gas rates when you increase 
the electric-light rates. 

Mr. Johnson. Yes; because you increased the fare on both rail- 
roads to maintain a parity of fare. Now, if you increase the rate of 
electricity for illuminating purposes, why would you not increase 
the rate for gas for illuminating purposes also, in order to maintain 
the parity ? 

Mr. Brownlow. I do not think it would be necessary, but if that 
theory were true, however, then there would be no virtue in the con- 
tention that because these companies are in single ownership that the 
way to give relief to the Street Railway Co. is to increase the Electric 
Liffht Co.'s rates because at the same time vou would have to increase 
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the gas rates in order to maintain the parity for illuminating pur- 
poses. 

Mr. Johnson. When you increased or decreased the rates of the 
Electric Light Co., or you increased or decreased the rates of the 
Washington Eailway & Electric Co., you hit the pocket book of the 
same people, did you not? 

Mr. Bkownlow. No, sir. 

Mr. Johnson. You did not? 

Mr. Brownlow. You mean the income goes to the same people ? 

Mr. Johnson. Yes ; or the deficit. 

' Mr. Brownlow. Yes; but the income is not produced from the 
same people. 

Mr. Johnson. The income that is now being derived from the car- 
riding people is not derived from the same people. It is derived 
from two separate classes of people. 

Mr. Brownlow. But it is all for one service. 

Mr. Johnson. Which is for transportation, and the proposition I 
have submitted is for the same purpose ; that is, for illumination. 

Mr. Brownlow. But there is a difference between transportation 
by a street railway and transportation by a busline, if we have one 
here, because the actual use of gas and electricity, in a great many 
respects, is not entirely competitive, because many of us use gas in 
the kitchen and electric light in the house for illumination. 

Mr. Williams. I buy electricity from the Potomac Co. I ride,, 
with my family, on the Capitol Traction Co. every day. As it applies 
to me individually, a reduction in the rate of electricity and a pro- 
posed increase in car fare digs down into the pocket. 

Mr. Brownlow. Yea; it would otherwise. 

Mr. Williams. I would prefer to pay a little more for electricity 
and pay for what it actually costs to ride on the street car. 

Mr. Brownlow. If the calculations that were made at the time- 
the increase in rates was granted to the street railway companies are 
correct, and Mr. Gardiner indicated it here, that there should be a 
12-cent rate for electricity to the householders, and the other sched- 
ules in proportion, above the present 8-cent rate, which would be a 
50 per cent increase, it would produce about $1,200,000, which was 
approximately the amount needed. The company did not go that 
far. The company desired a return to the old rate of 10 cents, a 
restoration of the old rate to make up the deficit. 

Mr. Benson. Would not a restoration of the 10-cent rate, plus the 
present car- fare rates, take care of the situation? 

Mr. Brownlow. The restoration plus the present car- fare rates? 
Yes ; that would give them a return, but to have made up that deficit 
would have covered 29,000 customers in Class A, the ordinary house- 
holder, it would have increased the rate that they are actually pay- 
ing; it would have increased them on an average of $12.12 a year, 
a little over a dollar a month. Some of the large customers, for 
instance, there are 74 customers under Schedule E; the increase 
would have averaged $1,779 on these large consumers of electric 
power. 

Mr. Williams. The people who use gas can not afford electricity, 
and when you lower the cost of electricity and increase the car- fare 
rate you are putting a burden on the gas people that they can not 
afford to bear, because they pay it in an increased car fare. 
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Air. Brownlow. I do not follow that, Mr. Williams. We have ad- 
justed the gas rate from time to time based on our finding of the fair 
value of the gas company's plant and the actual cost of production. 

Mr. Williams. I know, but the users of gas are forced to pay a 
higher rate of car fare by reason of the reduction of the rate for 
electricity for the users of electricity. You are imposing that burden 
on the gas users. 

Mr. Brownlow. But the gas users would have to pay a higher 
street car fare if we had not decreased the electric rate. 

Mr. Benson. In order to give an increased return on the street car 
you have got to give a still higher fare. 

Mr. Brownlow. That is why we came here for relief through an 
adjustment of taxation. 

Mr. Benson. But you have got to give them enough to earn what 
you say they ought to earn. 

Mr. Brownlow. We came up here with the suggestion of an ad- 
justment of taxation so as to relieve them until they did earn more 
than 6 per cent of the burden of taxation. 

Mr. Benson. Has not the commission in its discretion the power 
to fix rates for electricity or any other commodity over which it has 
control, and what would be a reasonable rate for the service? 

•Mr. Browni^ow. Based on a fair return on the fair value ; yes. 

Mr. Benson. You have a discretion on the fair return and on the 
value. Now, as you have a discretion on the fair return and the fair 
value, if the service is not costing more than it costs in many other 
communities for the same service, would the public have any particu- 
lar complaint? 

Mr. Brownlow. Mr. Benson, the public might not have a par- 
ticular complaint under all those circumstances, but if we increased 
the electric-light rates here necessary to make up this difference the 
electric-light consumer would be paying more than any other place I 
know of. 

Mr. Benson. If you had not voluntarily reduced it and impounded 
this money, if this money was loose at the present time and the rate 
had been allowed at 10 cents, you would never have been in any more 
difficulty to increase beyond the present car- fare rate ? 

Mr. Brownlow. We would have just as much increase in the car 
fare as we have had. 

Mr. Benson. But the company that is now losing money would 
have been earning what you say it ought to earn, as a whole. 

Mr. Brownlow. Pefrhaps that is true, but as I said before — ^now, 
I may be entirely in error about, but I had to act on what I believed, 
and in the same way as practically all the other commissions before 
which all similar questions have come, that our efforts to increase 
electric light rates when the electric light company did not get it 
all 

Mr. Benson (intefrposing). But you reduced electric light rates, 
nevertheless. 

Mr. Brownlow. At the time we reduced electric light rates there 
was no distress on the part of the Washington Railway & Electric Co. 

Mr. Benson. But you immediately caused a distress because you 
would not consider both conditions at the same time, and they imme- 
diately began to drop back. 
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Mr. Brownlow. That was not the cause of it. 

Mr. Benson. What was the cause of it? 

Mr. Brownlow. Rising costs. There would never have beefn any 
distress if conditions had remained the same as at the time we de- 
creased the electric light rate. 

Mr. Benson. But if in vour valuation of the electric light company 
you had said, " Now, before I reduce the price of electricity I will 
value the railway company and I will adjust both of those companies 
at once," you would have relieved the situation. But instead of doing 
that, as soon as you got the valuation of the electric light company 
you reduced it without a corresMnding increase in the other, talking 



resj|M 
the other conditions into conig4n*ation. 

li^^^ROWNLOW. It is undoubtedly true that if we had not reduced 
the^Bfetric light rate they would have had more income that could 
be applied in any way that the Washington Railway & Electric Co, 
desired to apply it, but I still believe that it was the intent of the 
public utility law that these corporations should be valued separately, 
and we believed that it was the intent of Congress that they should 
be treated separately, or else there would not have been the express 
prohibition against the Washington Railway & Electric Co. acquir- 
ing the property of the Potomac Electric Power Co., although it did 
permit the stock ownership. I still believe that in the long run 
justice can be done only by treating these corporations as separate 
entities. I do not believe that it is wise to charge the consumers of 
one kind of service with the costs of another. At the present time 
the present street railway rates will yield, in the aggregate, a fair 
return on the aggi'egate value of the two companies. 

Mr. Benson. Why should you consider the aggregate value of the 
two companies, when you will not consider the aggregate value of 
one company? 

Mr. Brownlow. It is simply for the reason that we considered 
street-railway business as one business and electric power and energy 
business as another busineas. We have not considei'ed that so far as 
the rates were concerned, because we attempt to give the rates and 
make the rates sufficient to give the Washington Railway & Electric 
Co. a fair' return on its fair value. We did suggest that that would 
give an undue earning to the Capital Traction Co. We indicated at 
that time, and now we suggest that the remedy that we believe to be 
best is this change from the gross income tax to the net income, tax. 

The Chairman. Is there anything in this proposition, Mr. Bix)wn- 
low ? A commission having given a rate to the street-car companies 
which in the aggregate is sufficient to pay a fair return on the invest- 
ment of the companies in the District, is there some question as to 
whether it would be justified in increasing the rate of fare above 
what would give a fair return on the value of the combined proper- 
ties? 

Mr. Brownlow. I do not quite follow you, Mr. Mapes. 

The Chairman. It is assumed, I take it, that the present rate of 
fare gives a fair return on the aggregate properties of the two street- 
car companies within the District of Columbia? 

Mr. Brownlow. Yes, sir. 

The Chairman. That being so, is it or is it not the duty of the 
Public Utilities Conmiission to give a fare which would give more 
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than a fair return on the aggregate properties within the District of 
Columbia? 

Mr. Brownlow. To avoid that, is the suggestion we have made 
here in the method of taxation. 

The Chairman. Why avoid it? Why not meet it? 

Mr. Brownlow. You mean give them both more than they are en- 
titled to? 

The Chairman. No; I mean this: Is it the definite conclusion of 
the commission that it should be given more? 

Mr. Brownlow. No, sir. The commission has not had hearings on 



this question, and I must, in any q^^ions that I answer with respect 

vay J 
come on in the hearings before the commission which we will flibrtly 



to that, be understood as answerii^ those questions generallv and 
without in my own mind in any way prejudging the case whySwill 

fliort 



hold on the petition of the Washington Railway & Electric Co. I 
have been confining my answers to what has gone on in the past. 

The Chairman. Might not the commission, after its hearings, find 
that having charged the riding Dublic enough to pay a fair return 
upon the aggregate property of the street-car companies in the Dis- 
trict, that it ought not to increase the fare ? 

Mr. Brownlow. A definite answer to that question I do not be- 
lieve could be made in advance of the actual hearings. 

The Chairman. I asked the question for this reason, Mr. Brown- 
low: It does not seem to me that the hearings here ought to go 
on the assumption, or that anybody ought to get the impression 
from the hearings here, that this committee believes that there ought 
to be an increased fare granted to the street car companies in the 
District of Columbia. 

Mr. Brownlow. I had not gained the impression that the commit- 
tee had expressed any opinion on any of these subjects. I had as- 
sumed that the sense of the committee, as a committee, had not been 
taken on any of these questions, nor had I presumed any conclusion 
upon the part of any member of this committee from the tenor of 
any of the inquiries addressed to any of the witnesses. That was 
the point that you wanted to make, Mr. Chairman ? 

The Chairman. Yes. 

Mr. Brownlow. No, sir; I know that the thought that is behind 
a question can not always be deduced from the tenor of the question 
itself, nor have I jumped at conclusions about the .opinion of any 
member of the committee or of the committee as a whole. 

The Chairman. Mr. Bowen has a case he desires to call to the 
attention of the committee. 

Mr. Bowen. Mr. Chairman, I just want to introduce in the record 
a part of the decision of the Supreme Court in the North Dakota 
case. I think it is very pertinent, because it clears up this whole 
situation. This was a case cited by Mr. Brownlow, but I do not 
believe Mr. Brownlow had the time to read the case. 

Mr. Brownlow. I did not cite any opinion from the Supreme 
Court. 

Mr. Bowen. If you remember, Mr. Brownlow, you cited the Utility 
Commission. 
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Mr. Brownlow. It was cited by a commission, and twice you have 
accused me of citing it, when it was the Oregon commission that 
cited it. 

Mr. BowEN. I did not mean to do you an injustice. 

The Chairman. Mr. Brownlow was reading from the decision of 
the Oregon commission. 

Mr. BowEN. May I put this in the record? It is known as the case 
of the Northern Pacific Railway v. North Dakota, in 236 United 
States, reading at the conclusion of the opinion, at page 604, where 
this declaration is made by the court : 

With respect to particular rates, it is recognized that there is a wide field of 
legislative discretion, i)ermitting variety and classification, and hence the more 
details of what appears to be a reasonable scheme of rates, or a tariff or 
schedule affording substantial compensation, are not subject to judicial re- 
view. But this legislative ix)wer can not be regarded as being without limit. 
The constitutional guaranty protects the carrier from arbitrary action and 
from the appropriation of its property to public purposes outside the under- 
taking assumed; and where it is established that a commodity, or a class of 
traffic, has been segregated and a rate imposed which would compel the car- 
rier to transport it for less than the proper cost of transportation, or virtually 
at €Ost, and thus the carrier would be denied a reasonable reward for its serv- 
ice after taking into account the entire traffic to which the rate applies, it 
must be conculded that the State has exceeded its authority. 

So long as the rate gives a substantial compensation it is not a 
subject of judicial review. That is the principle the court laid 
down. So that if Congress or the legislature prescribes a rate for 
any class of service which of itself gives substantial compensation 
to the utility, it is not a subject of judicial review. 

Mr. Benson. Do you not think that would also fit a commission 
authorized by Congress to fix rates? 

Mr. BowEN. Exactly. And, Mr. Benson, there was a case where 
one of the commissions had this question before it, the increase of 
railway rates due to the increased costs of the war. That commis- 
sion went in to ascertain whether that particular utility was doing 
any other form of business, and found it was also selling electricity. 
It refused to give an increase in the railway rates because, judging 
the utility from the combined service, it found it was getting enough 
on the electric light rates and refused the relief on the railway side, 
showing that when the question before the commission is whether 
or not a utility in a combined service is getting lessi than a fair re- 
turn, it will gif e that return from that service which is best adapted 
to give it and with the least burden upon the public. Here Con- 
gress gives a unified system of control, railway and electricity. It 
passed this act of 1900 in view of electricity rates then fixed by 
Congress, and it was presumed that in that enabling act it con- 
sidered the electric lighting situation and the whole was balanced 
and understood. 

Mr. Brownlow. Mr. Bowen, I do not want to detain the com- 
naittee any longer. I have some other engagements and I know the 
committee is anxious to adjourn for the day. 

The Chairman. We will try to give you an opportunity to be 
heard, Mr. Bowen. 

Mr. Brownlow. Mr. Bowen makes one of the best speeches I have 
«ver heard, because I have listened to him intently for days at * 
time. 
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Now, I just want to call attention to one further fact, that the 
Washington Railway & Electric Co. has paid its share for the cost 
of production of the power which it used, which it took from the 
Beimings power plant. During the years since the Public Utilities 
Commission was established in 1913, with the exception of the last 
two years, 1918 and 1918, the Washington Railway & Electric Co. 
sold a portion of the power which it got from the plant for a greater 
amount of money than it paid the power plant. I will not read the 
odd figures, but ]ust give the round numbers. 

In 1913 the sales of power were $257,000, as against power ex- 
penses of $192,000; in 1914, power expenses $198,000, sales $242,000; 
in 1915, power expenses $215,000, sales $241,0(X); in 1916 the expenses 
were $231,000, sales $249,000; in 1917, expenses $271,000, sales $304,- 
000. Now, for the first time, in 1918 the expenses were $486,000 and 
the sales only $466,000. In 1919 the expenses were $626,000 and the 
sales $520,000. The proportionate amount, however, that was taken 
by the Washington Railway & Electric Co. was less in the last two 
years, since in 1916 it took 51 per cent, and of that amount sold 60 
per cent; in 1917 it took 49 per cent and used 56 per cent, selling 
43 per cent; in 1918 it took 48 per cent of the total developed, used 
49 and sold 50 per cent; in 1919 it took 45 per cent, used half and 
sold half. 

Mr. Benson. Where did you sell this power? 

Mr. Brownlow. I am not arguing anything. I am just adding 
that to show tRe relation. 

Mr. Benson. Where do they sell this? 

Mr. Brownlow. They sell it to the other street railway companies 
in Virginia and Maryland. 

Mr. Benson. That is a sort of interstate business? 

Mr. Brownlow. Yes. sir. 

Mr. Benson. Did you take into consideration, in your mind, even 
if you did not in your figures — ^you did not take into consideration 
that loss in running these Maryland railroads? 

Mr. Brownlow\ We have not calculated this in our figures. 

Mr. Benson. Why do you put it in the record, then ? 

Mr. Browni/)w. I simply added that in connection with what I 
have said about the income of the company, to show that the power 
consumers have done something toward contributing to the railway 
company. 

Now, I have not anything else on this line, gentlemen, unless any 
one desires to ask questions. I have attemptea to show you the rea- 
sons that have actuated us in deciding the rate cases as we did, and 
the reasons that actuated us in sending you the bill that is before you. 

The Chairman. If there are no further questions the committee 
will stand adjourned until Tuesday morning at 10 o'clock. 

(Thereupon at 1 o'clock p. m. the committee adjourned until Tues- 
day, February 24, 1920, at 10 o'clock a. m.) 
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the gas rates in order to maintain the parity for illuminating pur- 
poses. 

Mr. Johnson. When you increased or decreased the rates of the 
Electric Light Co., or you increased or decreased the rates of the 
Washington Railway & Electric Co., you hit the pocket book of the 
same people, did you not? 

Mr. Brownlow. No, sir. 

Mr. Johnson. You did not? 

Mr. Brownlow. You mean the income goes to the same people ? 

Mr. Johnson. Yes ; or the deficit. 

• Mr. Brownlow. Yes; but the income is not produced from the 
same people. 

Mr. Johnson. The income that is now being derived from the car- 
riding people is not derived from the same people. It is derived 
from two separate classes of people. 

Mr. Brownlow. But it is all for one service. 

Mr. Johnson. Which is for transportation, and the proposition I 
have submitted is for the same purpose ; that is, for illumination. 

Mr. Brownlow. But there is a difference between transportation 
by a street railway and transportation by a busline, if we have one 
here, because the actual use of gas and electricity, in a great many 
respects, is not entirely competitive, because many of us use gas in 
the kitchen and electric light in the house for illumination. 

Mr. Williams. I buy electricity from the Potomac Co. I ride, 
with my family, on the Capitol Traction Co. every day. As it applies 
to me individually, a reduction in the rate of electricity and a pro- 
posed increase in car fare digs down into the pocket. 

Mr. Brownlow. Yes; it would otherwise. 

Mr. Williams. I would prefer to pay a little more for electricity 
and pay for what it actually costs to ride on the street car. 

Mr. Brownlow. If the calculations that were made at the time 
the increase in rates was granted to the street railway companies are 
correct, and Mr. Gardiner indicated it here, that there should be a 
12-cent rate for electricity to the householders, and the other sched- 
ules in proportion, above the present 8-cent rate, which would be a 
50 per cent increase, it w^ould produce about $1,200,000, which was 
approximately the amount needed. The company did not go that 
far. The company desired a return to the old rate of 10 cents, a 
restoration of the old rate to make up the deficit. 

Mr. Benson. Would not a restoration of the 10-cent rate, plus the 
present car- fare rates, take care of the situation? 

Mr. Brownlow. The restoration plus the present car- fare rates? 
Yes ; that would give them a return, but to have made up that deficit 
would have covered 29,000 customers in Class A, the ordinary house- 
holder, it would have increased the rate that they are actually pay- 
ing; it would have increased them on an average of $12.12 a year, 
a little over a dollar a month. Some of the large customers, for 
instance, there are 74 customers under Schedule E; the increase 
would have averaged $1,779 on these large consumers of electric 
power. 

Mr. Williams. The people who use^as can not afford electricity, 
and when you lower the cost of electricity and increase the car-fare 
rate you are putting a burden on the gas people that they can not 
afford to bear, because they pay it in an increased car fare. 
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Mr. Brownlow. I do not follow that, Mr. Williams. We have ad- 
justed the gas rate from time to time based on our finding of the fair 
value of the gas company's plant and the actual cost of production. 

Mr. Williams. I know, but the users of gas are forced to pay a 
higher rate of car fare by reason of the reduction of the rate for 
electricity for the users of electricity. You are imposing that burden 
on the gas users. 

Mr. Brownlow. But the gas users would have to pay a higher 
street car fare if we had not decreased the electric rate. 

Mr. Benson. In order to give an increased return on the street car 
you have got to give a still higher fare. 

Mr. Brownlow. That is why we came here for relief through an 
adjustment of taxation. 

Mr. Benson. But you have got to give them enough to earn what 
you say they ought to earn. 

Mr. Brownlow. We came up here with the suggestion of an ad- 
justment of taxation so as to relieve them until they did earn more 
than 6 per cent of the burden of taxation. 

Mr. Benson. Has not the commission in its discretion the power 
to fix rates for electricity or any other commodity over which it has 
control, and what would be a reasonable rate for the service? 

Mr. Browni^w. Based on a fair return on the fair value ; yes. 

Mr. Benson. You have a discretion on the fair return and on the 
value. Now, as you have a discretion on the fair return and the fair 
value, if the service is not costing more than it costs in many other 
communities for the same service, would the public have any particu- 
lar complaint? 

Mr. Brownlow. Mr. Benson, the public might not have a par- 
ticular complaint under all those circumstances, but if we increased 
the electric-light rates here necessary to make up this difference the 
electric-light consumer would be paying more than any other place I 
know of. 

Mr. Benson. If you had not voluntarily reduced it and impounded 
this money, if this money was loose at the present time and the rate 
had been allowed at 10 cents, you would never have been in any more 
difficulty to increase beyond the present car- fare rate ? 

Mr. Brownlow. We would have just as much increase in the car 
fare as we have had. 

Mr. Benson. But the company that is now losing money would 
have been earning what you say it ought to earn, as a whole. 

Mr. Brownlow. Pefrhaps that is true, but as I said before — ^now, 
I may be entirely in error about, but I had to act on what I believed, 
and in the same way as practically all the other commissions before 
which all similar questiQns have come, that our efforts to increase 
electric light rates when the electric light company did not get it 
all 

Mr. Benson (intcfrposing). But you reduced electric light rates, 
nevertheless. 

Mr. Brownlow. At the time we reduced electric light rates there 
was no distress on the part of the Washington Railway & Electric Co. 

Mr. Benson. But you immediately caused a distress because you 
would not consider both conditions at the same time, and they imme- 
diately began to drop back. 
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Mr. Brownlow. I do not follow that, Mr. Williams. We have ad- 
justed the gas rate from time to time based on our finding of the fair 
vahie of the gas company's plant and the actual cost of production. 

Mr. Williams. I know, but the users of gas are forced to pay a 
higher rate of car fare by reason of the reduction of the rate for 
electricity for the users of electricity. You are imposing that burden 
on the gas users. 

Mr. Brown LOW. But the gas users would have to pay a higher 
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Mr. Benson. In order to give an increased return on the street car 
jou have got to give a still higher fare. 

Mr. Brownlow. That is why we came here for relief through an 
adjustment of taxation. 

Mr. Benson. But you have got to give them enough to earn what 
you say they ought to earn. 

Mr. Brownlow. We came up here with the suggestion of an ad- 
justment of taxation so as to relieve them until they did earn more 
than 6 per cent of the burden of taxation. 

Mr. Benson. Has not the commission in its discretion the power 
to fix rates for electricity or any other commodity over which it has 
control, and what would be a reasonable rate for the service? 

Mr. Browni^w. Based on a fair return on the fair value ; yes. 

Mr. Benson. You have a discretion on the fair return and on the 
value. Now, as you have a discretion on the fair return and the fair 
value, if the service is not costing more than it costs in many other 
communities for the same service, would the public have any particu- 
lar complaint? 

Mr. Brownlow. Mr. Benson, the public might not have a par- 
ticular complaint under all those circumstances, but if we increased 
the electric-light rates here necessary to make up this difference the 
electric-light consumer would be paying more than any other place I 
know of. 

Mr. Benson. If you had not voluntarily reduced it and impounded 
this money, if this money was loose at the present time and the rate 
had been allowed at 10 cents, you would never have been in any more 
difficulty to increase beyond the present car- fare rate ? 

Mr. Brownlow. We would have just as much increase in the car 
fare as we have had. 

Mr. Benson. But the company that is now losing money would 
have been earning what you say it ought to earn, as a whole. 

Mr. Brownlow. Pefrhaps that is true, but as I said before — ^now, 
I may be entirely in error about, but I had to act on what I believed, 
and in the same way as practically all the other commissions before 
which all similar questions have come, that our efforts to increase 
electric light rates when the electric light company did not get it 
all 

Mr. Benson (intefrposing). But you reduced electric light rates, 
nevertheless. 

Mr. Brownlow. At the time we reduced electric light rates there 
was no distress on the part of the Washington Railway & Electric Co. 

Mr. Benson. But you immediately caused a distress because you 
would not consider both conditions at the same time, and they imme- 
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the gas rates in order to maintain the parity for illuminating pur-- 
poses. 

Mr. Johnson. When you increased or decreased the rates of the 
Electric Light Co., or you increased or decreased the rates of the 
Washington Eailway & Electric Ck)., you hit the pocket book of the 
same people, did you not? 

Mr. Brownlow. No, sir. 

Mr. Johnson. You did not? 

Mr. Brownlow. You mean the income goes to the same people ? 

Mr. Johnson. Yes ; or the deficit. 

Mr. Brownlow. Yes; but the income is not produced from the 
same people. 

Mr. Johnson. The income that is now being derived from the car- 
riding people is not derived from the same people. It is derived 
from two separate classes of people. 

Mr. Brownlow. But it is all for one service. 

Mr. Johnson. Which is for transportation, and the proposition I 
have submitted is for the same purpose ; that is, for illumination. 

Mr. Brownlow. But there is a difference between transportation 
by a street railway and transportation by a busline, if we have one 
here, because the actual use of gas and electricity, in a great many 
respects, is not entirely competitive, because many of us use gas in 
the kitchen and electric light in the house for illumination. 

Mr. Williams. I buy electricity from the Potomac Co. I ride,, 
with my family, on the Capitol Traction Co. every day. As it applies 
to me individually, a reduction in the rate of electricity and a pro- 
posed increase in car fare digs down into the pocket. 

Mr. Brownlow. Yes; it would otherwise. 

Mr. Williams. I would prefer to pay a little more for electricity 
and pay for what it actually costs to nde on the street car. 

Mr. Brownlow. If the calculations that were made at the time^ 
the increase in rates was granted to the street railway companies are 
correct, and Mr. Gardiner indicated it here, that there should be a 
12-cent rate for electricity to the householders, and the other sched- 
ules in proportion, above the present 8-cent rate, which would be a 
50 per cent increase, it would produce about $1,200,000, which was 
approximately the amount needed. The company did not go that 
far. The company desired a return to the old rate of 10 cents, a 
restoration of the old rate to make up the deficit. 

Mr. Benson. Would not a restoration of the 10-cent rate, plus the 
present car-fare rates, take care of the situation? 

Mr. Brownlow. The restoration plus the present car- fare rates? 
Yes ; that would give them a return, but to have made up that deficit 
would hiive covered 29,000 customers in Class A, the ordinary house- 
holder, it would have increased the rate that they are actually pay- 
ing ; it would have increased them on an average of $12.12 a year, 
a little over a dollar a month. Some of the large customers, for 
instance, there are 74 customers under Schedule E; the increase 
would have averaged $1,779 on these large consumers of electric 
power. 

Mr. Williams. The people who use gas can not afford electricity, 
and when you lower the coat of electricity and increase the car- fare 
rate you are putting a burden on the gas people that they can not 
afford to bear, because they pay it in an increased car fare. 
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Mr. Brownlow. I do not follow that, Mr. Williams. We have ad- 
justed the gas rate from time to time based on our finding of the fair 
vahie of the gas company's plant and the actual cost of production. 

Mr. Williams. I know, but the users of gas are forced to pay a 
higher rate of car fare by reason of the reduction of the rate for 
electricity for the users of electricity. You are imposing that burden 
on the gas users. 

Mr. Brownlow. But the gas users would have to pay a higher 
street car fare if we had not decreased the electric rate. 

Mr. Benson. In order to give an increased return on the street car 
you have got to give a still higher fare. 

Mr. Brownlow. That is why we came here for relief through an 
adjustment of taxation. 

Mr. Benson. But you have got to give them enough to earn what 
you say they ought to earn. 

Mr. Brownlow. We came up here with the suggestion of an ad- 
justment of taxation so as to relieve them until they did earn more 
than 6 per cent of the burden of taxation. 

Mr. Benson. Has not the commission in its discretion the power 
to fix rates for electricity or any other commodity over which it has 
control, and what would be a reasonable rate for the service? 

•Mr. Browni^w. Based on a fair return on the fair value ; yes. 

Mr. Benson. You have a discretion on the fair return and on the 
value. Now, as you have a discretion on the fair return and the fair 
value, if the service is not costing more than it costs in many other 
communities for the same service, would the public have any particu- 
lar complaint? 

Mr. Brownlow. Mr. Benson, the public might not have a par- 
ticular complaint under all those circumstances, but if we increased 
the electric-light rates here necessary to make up this difference the 
electric-light consumer would be paying more than any other place I 
know of. 

Mr. Benson. If you had not voluntarily reduced it and impounded 
this money, if this money was loose at the present time and the rate 
had been allowed at 10 cents, you would never have been in any more 
difficulty to increase beyond the present car- fare rate ? 

Mr. Brownlow. We would have just as much increase in the car 
fare as we have had. 

Mr. Benson. But the company that is now losing money would 
have been earning what you say it ought to earn, as a whole. 

Mr. Brownlow. Pefrhaps that is true, but as I said before — ^now, 
I maj be entirely in error about, but I had to act on what I believed, 
and m the same way as practically all the other commissions before 
which all similar questions have come, that our efforts to increase 
electric light rates when the electric light company did not get it 

all 

Mr. Benson (intefrposing). But you reduced electric light rates, 
nevertheless. 

Mr. Brownlow. At the time we reduced electric light rates there 
was no distress on the part of the Washington Railway & Electric Co. 
Mr. Benson. But you immediately caused a distress because you 
would not consider both conditions at the same time, and they imme- 
diately began to drop back. 
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Mr. Johnson. What persons? 

Mr. Price. Here and there, meeting citizens at these utility hear- 
ings, and different persons, some stockholders, here and there. I 
have got around town a good deal, and used to, as a special writer. 

Now, that is from the Capital Traction Co.'s standpoint. From the 
Washington Railway & Electric standpoint there is an equal lot 
of trouble, and the main trouble in my opinion is that there is a big- 
block of stock which Col. Kutz has denominated as water, one block 
of stock amounting to $2,700,000, which is at the present time and 
probably for some time to come controlling that road entirely. That 
block of stock is in the hands of bankers in Washington, New Yorky 
and elsewhere. 

Mr. Johnson. Held as collateral ? 

Mr. Price. Yes, sir. The board of directors, 8 out of 15 members, 
represent practically that one block of stock in whatever it wants to 
do. Now, in any problem of a merger that comes up that block of 
stock must have some value in what others call water. 

Mr. Johnson. How do you mean that that block of stock composed 
of $2 ,700,000 is water? . 

Mr. Price. That $2,700,000 of common stock is in control of the 
railway as against the preferred stock and the balance of the com- 
mon stock scattered here and there. You can see how control can be 
brought about. Those men are on that board to protect their inter- 
ests and their interests are not going to permit them to sanction a 
voluntary merger unless it looks, at some time in the future, to their 
getting some value back for what they have bought. It seems to me 
that it is insurmountable in that respect. It Iooks to me as if there 
is nothing to a compulsory merger being brought about. 

Now, I would not want to have it known by Mr. Johnson, or any- 
body else, or have the idea ^et out that this is an idea or opinion 
based upon a moment's study, because I have followed this thing- 
in special articles and in all the hearings for three years. So that, 
eliminating the possibility^ of a merger, because there can not be 
and will not be a merger, in my opinion, then the remaining ele- 
ments are those of public ownership. First, purchase by the Gov- 
ernment of these roads through its right of eminent domain and its 
operation as a whole by the District of Columbia. I understand 
that there are some difficulties in Congress about that, although 
I do not think that a Member of Congress or a Senator or anybody 
else having a principle opposed to Government ownership of any 
sort could look with the same idea upon the District of Columbia 
situation where the Government itself is such a tremendous factor 
in being the biggest employer of labor in the District of Columbia. 
As things are now, in this upset situation, there are repeated in- 
stances of people going late to their businesses because of crowded 
cars and things of that sort. And so I think the Government has 
a deeper interest in the ownership of railroads here than elsewhere, 
because Congress is here and thgir own families are interested in 
this situation. Of course, the right of eminent domain is one for 
the accomplishment of a public purpose anyway, and this is a pub- 
lic purpose, as I look at it. Of course, that part of it may be elimi- 
nated by you, if you do not wish to consider it. 

Leaving aside the question of public ownership, which would 
settle the question entirely, then it strikes me that the next best step 
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would be some legislation which would look to the control in the 
District of Columbia under a service-at-cost plan similar to that in 
Cleveland by which the rates would be guaranteed, saj' a 6 per cent 
return on their valuation. I ha^e not thought this out in detail, 
but in my opinion it could be done by Congress almost immediately, 
or a bill could be passed that if within six months there had not been 
a voluntary merger, the Utilities Commission or some other body 
that you might create would take control of this situation under the 
guaranteed plan and under such conditions as your power will per- 
mit you to impose. In that connection also is the bill of Mr. Romjue. 
. Mr. Johnson. I do not quite understand your expression to take 
over the roads under a guaranty. 

Mr. Price. Well, I mean to take control. The Cleveland service- 
at-cost plan is essentially a control plan, which practically puts in 
the hands of the municipality not only the operation but the finances. 
Under that service-at-cost plan the surplus, if any left over, could 
go into the hands of the commissioners. 

Mr. Johnson. Have you studied the Cleveland plan? 

Mr. Pkice. I have not studied it lately. I have it on my desk. I 
have not looked at the charter. 

Mr. Johnson. I have not studied it to the extent that I would like 
to or that I contemplate doing, but from the information that I 
have already concerning it, about all that is left of the railroad is 
the jobs for the officers. 

Mr. Price. That political phase of it would be worse in Cleveland 
than in the District of Columbia. It strikes me that you could try 
and make it nonpartisan, as far as possible, because I think one of 
the dirtiest features of anything of that sort is the politics. That 
might be guarded against here. The service-at-cost plan, of course, 
would insure some proper return to the Washington Railway & 
jElectric at all times, which it is not now getting under its own valua- 
tion as made by the commission, and it would, of course, eliminate 
tho surplus which the Capital Traction Co. is getting in some form 
or other. My idea is that it can be dope by Congress, and I do not 
speak from a legal standpoint, but I feel that nearly everything can 
be worked out ; that is, if men want to do it, under the present valua- 
tion of the commission, with the understanding that the 6 per cent 
return to be allowed them would be increased if the courts increased 
the valuation. In other words, they are not now supposed to be 
getting over 6 per cent return on the valuation made by the commis- 
sion. I do not see why any injustice would be perpetrated upon 
them if that present valuation was continued by a body controlled 
by Congress, because they would lose nothing more than they have 
now, but when the court has decided what that valuation is then the 
return could be increased upon that valuation. I have a copy of the 
Cleveland charter that I can let you have if you want it. 

Mr. Johnson. No; I have it. 

Mr. Price. Then, another thing about the guaranty of 6 per cent 
is that it would practically give credit to the road, if there was not 
some other plan inaugurated by Congress of permitting the surplus 
to go into the District control, by which the credit could be allowed 
directly instead of having it go outside. It would reestablish credit 
undoubtedly to the Washington Railway & Electric Co. 
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Mr. Johnson. Are you speaking from the viewpoint after the 
consolidation has been made, or before!! 

Mr. Price. Well, as I would see it under the control proposition, 
it would make no difference whether there was a consolidation or 
not, I should think it would be better. The commission would have 
power to take charge of the lines and operate them as one, in the 
way of routing and the use and interchangeability of trackage and 
everything of that sort, because if the Government has the right of 
eminent domain it has a right to protect the guaranteed return on 
private property. Of course, I see the difficulty of distinguishing 
between the separate properties of the roads, unless there was a com- 
pulsory merger in some manner. 

Mr. Johnson. You speak of guaranteeing the Washington Rail- 
way & Electric Co. 6 per cent on its fair vahiation ? 

Mr. Price. Yes, sir. 

Mr. Johnson. How would you raise the 6 per cent? 

Mr. Price. It would be raised by fares, as it is now. 

Mr. Johnson. Then, if you raise it by fares, as it is now, how- 
would you guarantee the 6 per cent, and only 6 per cent, to the Cap- 
ital Traction Co. ? 

Mr. Price. Well, as I say, that would be just a bit of injustice — 
well, not injustice, but it would be taking away some of the fat which 
the Capital Traction Co. is now getting. 

Mr. Johnson. You would let them collect it and then take it away 
from them? 

Mr. Price. Yes, sir; I do not see why the public should have to 
pay an enormous amount of money that there is no necessity for 
them to pay to a railroad company. 

Mr. Johnson. Under the plan just suggested by you, if you per- 
mit the riders on the Capital Traction Co. to pay this excessive fare 
and take it away from them and not return it to those same riders 
on the Capital Traction Co., what remedy would you be giving the 
riders on the Capital Traction Co. ? 

Mr. Price. I understand, Ii^r. Johnson, that is the individual phase 
of it. I am looking at it from the whole general public standpoint. 

Mr. Johnson. That is one point upon which the committee is seek- 
ing light. 

Mr. Price. I do not see how you could reimburse the individual 
riders on the Capital Traction Co. in any way for the money you 
take away from them. This situation, Mr. Johnson, as you well 
know, because you have certainly given a valuable lot of time to 
District affairs, is very curious, going back a number of years. I 
T-emember before 1917 when the Capital Traction Co. was apparently 
the weakest one of these institutions and the Washington Railway 
& Electric was in the saddle and they were riding hard. 

Mr. Johnson. What do you mean by that ? 

Mr. Price. Well, you may get a little explanation of it in a few 
moments. One of our leading brokers in Washington used to make 
the assertion, and it was so reported to me elsewhere, that if he put 
the common stock of the Washington Railway & Electric Co. above 
the stock of the Capital Traction Co. it would force a merger at 
that time, and it did look to be something of that sort. That is 
wluit I mean by riding hard, that there was a good deal of stock 
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speculation here, intended to play into the hands of people or put 
profits into the hands of certain people. 

Mr. Johnson. That did not affect the public ? 

Mr. Price. No, sir. 

Mr. Johnson. That was a game of catch-as-catch-can among the 
financiers? 

Mr. Price. Yes, sir; but of course that thing has gone. Now the 
case is that the Capital Traction Co. is in the saddle. There is noth- 
ing of that speculation attached to it now. They are good, clean 
people in every way, but it is still the same old story. That money 
is not going to be turned loose. They are going to put it in their 
cash drawer and it is going to stay there. It is public money, no 
matter whether it is from the ridei*s of the Capital Traction Co. or 
not. It is from the standpoint of the public as a whole that I rec- 
ommend some form of compulsory merger. Of course I realize that 
it is difficult to say you have got ix) do so, because you can not do it 
under the law. You can do it indirectly, of course, in such a form 
that they would be compelled to bring about a merger. 

Ml". Johnson. Can you suggest a form in which that could be 
brought about? 

Mr. Price. I think I could make up one. I have outlined mv 
views of the sei'vice-at-cost plan. For instance, I have an idea that 
if you take the bill of the commissioners just as it stands, and it is 
a good bill, it removes these inequities of this situation to some ex- 
tent and takes away the greed that may animate the stockholders 
of the Capital Traction Co. at the present time and makes them 
feel more disposed to bring about a merger, if you take that bill 
and then attach to it a clause that if there has not been a merger by 
a certain time, the Cleveland service-at-cost plan should be installed, 
or not the Cleveland plan but any service-at-cost plan, that it should 
be taken over and controlled by the commission. 

Mr. Johnson. Something like a receivership? 

Mr. Price. I do not know about that. I must confess that I am 
deficient in the legal phase of it. One* of the things that worried 
me at one time, from the standpoint of the ordinary common dog 
on the street, is that from the legal standpoint these properties are 
<ruarded by every provision of law, but the fellow in the street that 
has not that property right in the court does not know exactly how 
to proceed, but he does know in his heart that the public has not the 
same rights in courts as invested pix)perties, and very seldom has 
any rights anywhere else. That is why I appeal to Congress right 
now, if possible, in some manner of their own, to define this property 
right for all time to come as a matter of principle. You look at 
it, Mr. Johnson, from a lawyer's standpoint. I look at it from the 
standpoint of the man in the street, without a legal^standpoint except 
what I have picked up as a repoiier in the courts, and I see that 
the public is getting the worst of it. I say that there should be a 
way in the legal mind, and there is a way, to work this out so that 
the public will not get the worst of it. 

I am sure that your heart is there, Mr. Johnson, and you know 
I am not throwing any bouquets, because I do not think there has 
been any love between you and me in the past. I. say that I know 
your heart is there, and as a lawyer you see the public's viewpoint. 
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Mr. Johnson (interposing). Bather an entertainment committee 
than a business one ? 

Mr. Price. Yes; some business and some entertainment, because 
you can always entertain the public and make them feel better. 
You do it in Kentucky by a pat on the back and things of that kind. 
If you were not in ix)litics you would not bother with them. It is 
tlie same with this commission and every public body. A little tap 
on the shoulder makes a fellow feel all right. 

Now, I believe I have outlined the ideas that I have where this 
control could be taken over under the present valuation in some way. 
There are the legal frills coming in there. I may take up one of 
these international correspondence school courses of law one of these 
days and work out this problem. I do not know. 

^fr. Johnson. Do you suggest that all action be deferred until 
then ? 

Mr. Price. Xo; I tell you frankly that I believe that question will 
be deferred until that time. That is mv view^ of it. I would not 
want my own personality in it, but I think it would be just as lon<2r 
before there is any action on it. 

Mr. Johnson. What do you base that on; that there is not going 
to be anv action? 

Mr. Price. Well, it is a conclusion. For instance, the usual sug- 
gestion before the committee is that " We are going to work this 
thing out in a voluntary way and we want a year to do it." That 
kind of an idea. " It will take us a year to do it." That year goes 
by and "This situation is such that it will probably take another 
year before we get to it," and then in the third year the Congress 
can not take it up, and the fourth year Congress may take some legis- 
lative action. Now, that is based on the coiu-se of Congi-ess, as a 
rule. 

Mr. Jghnscx. You are apprehensive that it will get into the rut 
made by the treaty of peace? 

Mr. Price. It looks as if it might. Of course, these things are 
hard to work out, but I do think that there is no more chance of a 
voluntary merger in this matter than there is of the remotest thing 
in the world. 

Mr. Johnson. Would either road favor it? 

Mr. Price. You mean a merger, a compulsory merger ? 

Mr. Johnson. Would either road favor a voluntary merger? 

Mr. Price. No; and I have explained why I do not think either 
would. They might say they would favor it. Some officials would 
welcome it; it would be very welcome to the Washington Railway 
^ Electric. 

Mr. Johnson. But the stockholders of the Washington Railway 
& Electric would object? 

Mr. Price. A few of them would object unless they got something 
for what Col. Kutz says is " water " in it. Of course, I do not say it 
is water; Col. Kutz says so, and how you can convert water into 
solidity is a new proposition. 

Mr. Johnson. You might freeze them on the line. 

Mr. Price. The Capital Traction people, I believe, the officers, 
would like to see it, because it would result in much good. It would 
save large overhead expense, and in that way would help reduce 
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fares in Washington. I thing the little salary end of this thing 
would be a very interesting feature, showing what could be saved 
the public by one organization instead of two. 

Mr. Johnson. Have you gone into that? 

Mr. Price. I have some suspicions on the subject. 

Mr. Johnson. Would you mind expressing them? 

Mr. Price. I would not want to go into personalities on the sub- 
ject. 

Mr. Johnson. That is quite a pertinent feature of this investiga- 
lion. 

Mr. Price. The books of the organizations are open to you. The 
Public Utilities Commission will show them to you. At any rate, 
I am satisfied that anywhere from $70,000 to $80,000, probably $75,- 
000 to $100,000- a year could be saved by merging the two into one 
organization, especially in personnel. 

Mr. Johnson. Can you give any items of the saving? 

Mr. Price, Yes ; I could, Mr. Johnson, but I do not think I would 
like to, sir. I do not want to go into that at this time. 

Mr. Johnson. The committee is just as much in the dark as when 
vou came in, then. 

Mr. Price. There is light in the company's books. 

Mr. Johnson. I have been hunting it very strenuously, to get 
more light. 

Mr. Price. I believe you can get it. 

Mr. Johnson. The Public Utilities Commission gave the commit- 
tee the information as to what extent there would be a saving. Do 
they say how many additional clerks they would have to have and 
how^ much for each company? 

Mr. Pric:e. No; but they could tell about the executive officers, 
the executive departments. 

Mr. Johnson. The committee has already heard the street car 
companies on that subject. 

Mr. Price. On the salary subject? 

Mr. Johnson. On the subject of the saving of salaries by con- 
solidating the two companies. 

Mr. Price. What did they think? 

Mr. Johnson. They do not think that the saving would be very 
large on that. 

Mr. Price. It is all one to me. I do not want to dispute what 
the railroad companies have said about it. We get down to two 
presidents, two vice presidents, and two sets of superintendents, 
division superintendents and engineers all the way down, in which 
unquestionably one man could fill each job. 

Mr. Johnson. Which job? 

Mr. Price. Well, the president. There is one job. There are 
presidents of two lines, and there could be one president. That would 
be a pretty good little item off right there, and a vice president 
probably the same way. You take the superintendents. You have 
got a lot of directors, a board of directors, for instance ; they get a 
little pay, I think, so much a session of the board of directors. 

Mr. Johnson. Well, if the superintendent's work was more than 
doubled by the consolidation, he would have to have help, would 
he not? 
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Mr. Price. That might be true. It might be true that you would 
have to increase his help. 

Mr. Johnson. The superintendent would have to have help as 
good as himself. 

Mr. Price. I do not think he would have to have help as good as 
himself. You find the old operating men like our friend Jack 
Hanna, he would not need a man of the same grade as he is. You 
would not have to pay his help the same salary as he is paid. And 
Mr. Ham there, if he was an operating man, he would not have to 
pay assistants of the same grade. 

Mr. Johnson. It would be higher lower down the scale, as to the 
work done. The lower down the scale the bigger the wages. Man- 
ual labor is getting more pay than the clerks. 

Mr. Price. That is one of the situations in Washington and it is 
going to be worse. The Washington Railway & Electric is not go- 
ing to be able to pay the increased wages and the Capital Traction 
Co. is. If the Capital Traction Co. gives an increase on the 31st of 
March, it knocks that much more stuffing out of the Wishington 
Railway & Electric, so that whatever comes, if Congress does not 
do something, the Capital Traction Co. will be able to grab them 
off in a receivership sale, or something like that, from what they say 
themselves, because that is a bad position to put this road in. TJie 
Capital Traction Co., if it wants to, can give its men practically what 
it pleases. They have got the money to pay them. 

Mr. Johnson. And that comes out of the pockets of those who ride 
on the cars? 

Mr. Price. Yes; but it also takes more out of the pockets of the 
Washington Railway & Electric because the Utilities Commission 
would probably have to raise the fare in the District of Columbia for 
the benefit of the Washington Railway & Electric. It has to allow 
them a certain return upon its valuation, and the more its expenses 
are the more it has got to allow to cover those expenses go as to 
give a 6 per cent return. That means taking that much more out 
of the Washington Railway & Electric people, because they have 
got to operate on a 6 per cent return and they have to raise the 
fares. I do not know what the Capital Traction Co. would do. I 
presume they would try to do it fairly, but there is too much of an 
opportunity to try to play a little politics in this game, because every 
time you slap the other fellow one he is a little weak and finally he 
falls down and you could get on top of him if you like. 

Mr. Johnson. Where would the politics come in? 

Mr. Price. Just the politics of a strong man being able to use his 
might and ability to swipe the other fellow. 

Mr. Johnson. I do not see yet where the politics comes in. 

Mr. Price. I talk in such strange language that that is probable. 
It is politics, because there is a little shrewdness involved in it. 

Mr. Johnson. It is more business shrewdness than political shrewd- 
ness, is it not ? 

Mr. Price. I sometimes doubt whether the taking advantage of 
another man's situation is business shrewdness. It might be from a 
business standpoint. 

Mr. Johnson. You would term that politics, would you not? 

Mr. Price. It would be to some extent. Probablv I have not 
enough money in the world to look at it from the business mans 
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standpoint, so I look at it from the common ordinary viewpoint 
of a man not taking a strangle hold on another fellow. That is, I 
would not want to. If I had a lot of money probably I would look 
at it from the mone}' side of it and not from the human side of it, 
but to me it would be little politics, because it represents the shrewd- 
ness of one man in politics taking advantage of another man. It 
might not be business, but the best man in politics would not take 
an undue advantage. I do not know that these gentlemen would, 
but I ssLy the opportunity is there and you will observe as the situa- 
tion reaches that point that it is going to complicate things very 
much worse. 

Mr. Johnson. What is going to complicate things? 

Mr. Price, The wage.increase on the 31st of March. The Utilities 
Commission has been able to hold them down when they asked for 
a large increase before, and they may be able to use their influence 
a^jain, because the commission has some influence in saying that they 
will not stand for it and the public is back of them. The other day 
I noticed that one of the leaders of the workingmen here in Wash- 
ington, these labor men — ^the street car men, I mean — ^told them dis- 
tinctly that they must watch out for public opinion on it, and on that 
point I think they are more advanced than the railroad men, as a 
rule, because too often the railroad men do not take into considera- 
tion public opinion, and these men consider public opinion before 
submitting their demands to the railway company, just to figure out 
how far they could go and how far they will go. 

Mr. Johnson. Now, bringing all that you have said down to the 
final analysis, what is the remedy for the situation ? 

Mr. Price. Just what I have gone back to again, some compulsory 
merger. That is, it will be compulsory when you get through with 
it, because the law will not let you take one man's property and give 
it to another man ; but it will be some indirect method. 

Mr. Johnson. What would be some indirect method by which it 
could be coerced ? 

Mr. Price. Well, this service at cost plan. For instance, suppose 
you passed the commissioners' bill as it stands, which would very 
'strongly tend to help a voluntary merger if one could be brought 
about. But supj^se you attached to that bill a provision that if in 
six months there has been no voluntary merger a commission or 
body shall take control of these roads under a service at cost plan. 

Mr. Johnson. Take them away from the owners without compen- 
sation? 

Mr. Price. Take control absolutely, not without compensation at 
all, if you guarantee them a compensation. My plan is to take them 
straight out and pay them for it. 

The Chairman. You believe in Government ownership? 

Mr. Price. I believe in municipal ownership under present condi- 
tions in Washington, and I believe it could be framed so that there 
would be no politics in the appointment of conductors and things 
of that sort. I absolutely believe, while I niay not favor Govern- 
ment ownership as a rule. I do favor it in this particular case, be- 
cause in this I see daylight. I get a certain line on this situation, 
and then - somebody puts up something else as a stumblingblock, 
and perhaps you are right, jlr. Johnson. 
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Mr. Johnson. I am trying to remove that stumblingblock. 

Mr. Price. Well, I want to give you all the light I can to help 
you, being of an inquisitive mind, and I do know that municipal 
ownership would settle this business right now, right here, and that 
there should not be any comparison so far as the general principle 
of Government ownership is concerned in the District of Columbia. 

The Chairman. Is it your idea, Mr. Price, that with the two sys- 
tems here operating in competition and paralleling each other very 
largely, it is very doubtful whether there will be any voluntary 
merger or any change in the conditions until the Government takes 
them over? 

Mr. Price. Either until the Government takes them over or prac- 
tically gets pretty close to it in some way. I can not see any other 
way. I trust you have something in mind, or you, Mr. Johnson, 
that will do it. 

The Chairman. There are many others who think the same way. 

Mr. Price. That is why I might wish 3'ou could defer this until 
I had some legal training in this situation so that I could work out 
a practical solution of it, but the legal complications worry me. 
Every time I get a house built on this situation, the sand caves in 
und the house falls, but I think, with all the wisdom of Congi^ss 
put together, and those who do feel for the public in the whole situa- 
tion, that we can work out a solution. I believe that if it is not in 
the service at cost plan it is in the commissioners' bill, with a' pro- 
vision that if there is no merger, voluntary merger, in six months, 
the commission or some other body shall take control of the com- 
panies. 

The Chairman. You spoke about having a copy of the Cleveland 
charter. Would you mind giving that to the stenographer so that 
it will go in the record ? 

Mr. Price. I will be very glad to. I did not bring it with me. 
but I will submit the whole action of the aldermahic body. All of 
you will remember that in Cleveland they had this proposition up 
for years and years and were fighting over it for years and years. 
Mr. Johnson remembers that very well, I know. Tom Johnson was 
the leader of the movement, and they settled upon the G per cent 
plan, which seems to be satisfactory. 1 think you understand enough 
about it to know how the fares go up or down according to those 
funds. 

Mr. Barbour. Their charter is already in the record, I understand. 
It was put in by Mr. Williams, of the Bureau of Engraving and 
Printing. 

Mr. Price. Mr. Williams came to me about it. 

Mr. JoMNSOx, I think it is already in the record. 

Mr. PncE. Those organizations, 1 know, favor some plan of that 
sort. They have been very persistent. It is an annoying situation 
to those people and very annoying to the District all the time, this 
constant shifting of the situation and changing of fares, and if you 
could settle it the public would get some contentment of mind out 
of it. Now it is always before the commission in some form or 
other, and the decisions are protracted and before one decision is 
rendered, a company is ready to put in for another increase. The 
consequence is that the public is glowering about it eternally. In 
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Cleveland one of the essential features of the system is the confi- 
dence of the public, because the people know the proper board — I 
believe it is the commissioners or some representatives of the citi- 
zens — is keeping in touch with the situation and that their fare will 
only go up or down according to whether the fund decreases or in- 
creases. It certainly does increase the public confidence. I get a 
great many letters all the time kicking on this, that, or the other 
feature of it, which can not be helped here under the present condi- 
tions. I really believe also that if the Public Utilities Commission 
proposes to allow a 6 per cent return to the AVashington Railway' & 
P^lectric, and I have so suggested to Mr. Brownlow, they ought to go 
ahead and give them their 6 per cent regardless of the fare item. 

Mr. Johnson. You said they ought to be given this 6 per cent 
by the Public Utilities Commission regardless of the size of the 
fare. If the fare is so small that it would not produce 6 per cent, 
from what source would it be paid ? 

Mr. Price. They would have to increase the fare again. I am 
talking about the present situation. I am not talking about the 
situation after you legislate. For instance, this commission has de- 
(ided, after working on valuations for a year, it reached a valua- 
tion of the Washington Railway & Electric, including subsidiary 
lines, of about $16,000,000. It has suggested in its decision that the 
road should be allowed so much return on that valuation, and they 
had endeavored, they said, to fix the fare and allow them a 6 per 
cent return on that amount of money, but in every one of their 
decisions, they failed to allow it, and in justice to the Washington 
Railway & Electric, with which I have had some none too beautiful 
relations myself in the matter of things that I have written about it, 
in justice to them I think that if the principle of 6 per cent return 
is decided upon, that it should be followed. I know that in three 
or four petitions that they have made to Congress the facts stated 
in those petitions generally have shown up to be correct most of the 
time, in tact, practically all the time, except an item here and there, 
but the commission has delayed giving them the relief they asked 
for until they get weaker and weaker all the time, and now they are 
asking for relief which the justice of the ruling of the commission 
determines they should have, although I agree with the public that 
it is irritating for them to have it. It is like a fellow who has a 
little money in his pocket and he has a rent bill and a grocery bill, 
and when he gets through he is short. It is the same way with 
them. I think the commission should give them what they are 
entitled to, to bring the matter to a focus, and I say that in spite 
of my view that there should be public ownership straight and out, 
or else a provision that if there is no voluntary merger within six 
months, and so on. 

Mr. Johnson. Now, in the event of municipal ownership where 
do you say the money should come from to buy the road ? 

Mr. Price. Well, a bond issue, Mr. Johnson, in Washington would 
be very favorably received. The money could be easily raised in 
that way. The District of Columbia has magnificent credit. Of 
course. Congress gives it a credit because it is wiping out our present 
debt through a sinking .fund. The bonds of the District could be 
sold under a Government guarantee, just as good as Government 
bonds. 
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Mr. Johnson. You would get the money from the sale of bonds? 

Mr. Price. Yes, sir. 

Mr. Johnson. Tlien how would you pay the bonds? 

Mr. Price. The usual way of paying them. You could provide a 
sinking fund. 

Mr. Johnson. Thei*e is no usual way of paying them. That would 
be by taxation, would it not ? 

Mr. Price. Well, I do not know about that. If you w^ant to do it 
you could take it out of the car rider, because he would profit by it. 

Mr. Johnson. How would you do it, by increasing the fare? 

Mr. Price. Yes ; it would not increase the fare in one wav. 

Mr. Johnson. Well, what is the difference between increasing the 
fare and increasing it in a way ? 

Mr. Price. The consolidation of the thing would first result in 
economy by cutting out the useless tracks all along the line. 

Mr. Johnson. All the useless tracks could be cut out now, without 
inconvenience to the public. 

Mr. Price. I do not get you on that point. 

Mr. Johnson. If a track of any part of either system is not pay- 
ing, the company now could stop running cars over it. 

Mr. Price. I do not think they should be allowed to do it. That 
is a case of the public again. 

Mr. Johnson. I thought I understood you to say that, when you 
said thev could cut out the useless tracks. 

Mr. Price. I know, that was not the exact term I might have used. 
I mean in the economy in the use of trackage. 

Mr. Johnson. By what means? That would mean less use of 
trackage, would it not ? 

Mr. Price. That would mean the use of interchangeable cars on 
the lines on occasions when there was a great deal of traffic and the 
elimination of them on lines — that is, taking away the cars from lines 
when there was not much use for them there, depending on what 
happened in one section of the city. 

Mr. Johnson. If each company added more cars would it not 
answer the situation ? 

Mr. t^RiCE. I do not think it would. 

Mr. Johnson. If you take cars off of one line and put them on the 
other it would increase them for one company and decrease them 
for the other ? 

Mr. Price. Oh, I guess if each company had all the cars they need 
they would give the public enough cars. I know the Capital Trac- 
tion has enough, but I do not think the W. R. E. has enough. 

Mr. Johnson. I think that both the commission and the railroads 
agree that they have core enough. 

Mr. Price. I will give you a little example and you can judge for 
yourself. A man in his argument before the Utilities Commission 
said that the Capital Traction Co. bought 50 new c^rs as a necessity 
at that time. They had a fire out there when the Eckington car barn 
burned down and they had lost 32 cars there, which have not been re- 
placed. Some of them were good cars. Those 32 cars which were 
fairly good cars, pretty good cars, their places are now taken by more 
/)bsolete cars. 

Mr. Johnson. But we are getting away from the proposition of 
municipal ownership. We have got it to the point now where the 
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roads have been taken over by the municipality and the' bonds have* 
been sold. 

Mr. Price. Yes, sir. 

Mr. Johnson. Now, what provisons should be made for the pay- 
ment of the bonds? 

Mr. Price. I started to say that I thought the economies in opera- 
tion, which I believe these experts here can explain to you in detail 
more fully than I can in a minute — ^the economies in operation under 
a single ownership plan would more then oflFset the interest on bonds, 
or at least would almost offset the interest on bonds. 

Mr. Johnson. You mean that under municipal ownership the 
roads would be so profitable that th^ profits from the roads would 
pay them ? 

Mr. Price. I do not know that they would be more economical 

Mr. Johnson (interposing). Well, how about the bonds? 

Mr. Price. You could issue bonds and you could provide a sinking 
fund for the payment of the interest. 

Mr. Johnson. What is to go into the sinking fund ? 

Mr. Price. If you do not want to put it on the taxpayer you can 
take it out of the earnings of the roads to pay it. 

Mr. Johnson. Then if the earnings of the road would not any more 
than pay the running expenses, as is now the case, nothing would go 
into the sinking fund? 

Mr. Price. Well, if you put them together, I do not know that that 
would be the case, because if you put them together, with the Capital 
Traction Co. getting $1,000,0000 more a year than they ought to get, 
without having the figures before me, and the Washington Railway & 
Electric falling short $500,000 or $600,000 of what it ought to get, 
$500,000 off of $1,000,000 would leave $500,000 to the good some- 
where in there on the present fare alone. 

Mr. Johnson. So that your argument is that under municipal 
ownership, which would be a consolidation of the roads, there would 
be a very large profit? 

Mr. Price. As one. There would be a profit as one. 

Mr. Johnson. What about the other? 

Mr. Price. There would be a loss on some line at the present time, 
but they would be finally unified so that you would not have a loss. 

Mr. Johnson. Then ultimately the entire system as unified would 
be profitable? 

Mr, Price. The price would depend upon the fares. 

Mr. Johnson. I am taking you up to see whether I understand you 
correctly. ' 

Mr. Price. Under the present fare of 7 cents apiece or four tickets 
for a quarter, the Capital Traction Co. is making a very large sur- 
plus, a surplus which is much larger comparatively than the deficit 
of the Washington Railway & Electric. 

Mr. Hamilton. Where do you get your figures that the Capital 
Traction Co.'s surplus is greater? What is the Capital Traction 
Co.'s surplus? 

Mr. Price. I am giving it offhand. 

Mr. Hamilton. But tliis is testimony. 

Mr. Pbice. Oh, no. 

Mr. Hamilton. Are you just imagining it or are you testifying? 
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]VIr. Pkice. No; I do not think I am imagining. 

Mr. Hamilton. Well, you certainly are. 

Mr. Price. I do not remember. I got the figures from the District 
Building. But you have an idea. 

Mr. Hamiltox. The testimony is in here that it is in the neighbor- 
hood of $400,000. 

Mr. Price. Well, the deficit of the Washington Electric & Electric, 
I think, is $500,000 a 'year. That is, their deficit for the present 
year. I understand that the Capital Traction Co. is making more 
than that. In other words, if you throw the two lines together they 
could operate as one on the present fare without any losses at all. 

Mr. Johnson. Then why would not either company be willing to 
take over the other and have one system? 

Mr. Price. Only for the reasons that I have given, that one com- 
pany is getting the best of it and is not going to bother with it. 

Mr. Johnson. If they are still going to make money, why not ? 

Mr. Price. I do not think they want to take the chance. 

Mr. Johnson. There are no chances if the condition is as you say 
it is. 

Mr. Price. If you scramble them together now they would just 
about be paying 6 per cent on the valuation of the two lines and 
nothing over. 

The Chairman. Of course, it would all depend upon what the 
fare is, Mr. Price? 

Mr. Price. Naturally. I am speaking about what the present fare 
is bringing in and what it is not bringing in. I did not gather these 
figures definitely. I got them roughly. But I do know the Washing- 
ton Railway & Electric deficit, or their claim as to what their deficit 
is at the present time, under the present fare, and that is, as I say, 
something like $500,000, a year. I give that oflfhand. 

Mr. Johnson. Let us get back to the payment of the bonds. Where 
is the money coming from? 

Mr. Price. It is a question of making the fare large enough to take 
care of the sinking fund. 

Mr. Johnson. Then if you make the fare big enough to take care 
of the road, you do not need municipal ownership? 

Mr. Price. I rather think you would, to cure the situation, and I 
can not see any cure for it except this. 

Mr. Johnson. See if you can not make it any more clear to me 
about where the money would come from to pay the bonds? 

Mr. Price. How much clearer could I make it, Mr. Johnson? 

Mr. Johnson. It is all my fault, possibly, but I have not seen yet 
where the money is to come from. 

Mr. Price. How could you provide any sinking fund 

Mr. Johnson (interposing). Well, I am not providing one; you 
are. 

Mr. Price. You could start it by taxation. 

Mr. Johnson. On what property? All the property in the Dis- 
trict? 

Mr. Price. I say it could be done in that way. 

Mr. Johnson. Would you levy an additional tax? 

Mr. Price. I do not believe that there would be any taxation neces- 
sary. I believe the economies of these two companies, on a fare either 
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as it is now or possibly a little more, would absolutely provide a sink- 
ing fund for these bonds, and pay the interest on them. 

Mr. Johnson.- How long would they run ? 

Mr. Price. Whatever you like, 20, 30, or 40 years, until they were 
paid off. You could apportion the sinking fund and the retirement 
of the bonds according to the number of years they run. Suppose 
you issue $22,000,000 of bonds. You would only retire $500,000 of 
them a year. That would take forty-odd years to do it. 

Mr. Johnson. Where would the money come from ? 

Mr. Price. You could not make it at all. You would have to get 
it from somewhere. ^ 

Mr. Johnson. That is what I am asking you. Where would you 
get the money? 

Mr. Price. You would get it either from the taxes of the District, 
which would be a District matter, or more profitably put it in the 
fare and let it come out of the fare that it paid. The public would 
stand for it. 

Mr. Johnson. The bondholder would have no security except what 
was earned. 

Mr. Price, He would have the pledge of the National Govern- 
ment the same as the present District of Columbia bonds have the 
National Government pledge behind them. 

Mr. Johnson. And the present National Government pays half 
of them ? 

Mr. Price. That involves the old half and half, and I am not 
arguing on that. 

Mr. Johnson. Still, the United States Government pays half of 
the bonds that are now being paid ? 

Mr. Price. I believe there would be so many technical questions 
about this that the District gpvemment would not care about the 
half and half in the matter. I do not think it would be necessary 
to take it out of taxation at all. 

Mr. Johnson. If you do not take it out of taxation where would 
you take it? 

Mr. Price. Out of the car fare. 

Mr. Johnson. Suppose the car fare is not sufficient? 

Mr. Price. Then raise the car fare. The public knows that it 
is giving^ts money and knows that it is eventually going to become 
its own. 

Mr. Johnson. And the car riders, according to your idea, wish 
for municipal ownership and at the same time to pay the street car 
fare ? 

Mr. Price. This reminds me a good deal of a cross-examination 
in court where you are supposed to say yes or no. 

Mr. Johnson. No; I am not cross-examining. You are enlighten- 
ing me and I am asking questions. 

Mr. Price. Well, I do not believe I made any special personal re- 
quest to come here to enlighten anybody, because I am only a weak- 
ling mentally. 

Mr. Johnson. I did not know your idea about that. 

Mr. Price. Well, I say, first, Mr. Johnson, that I believe with the 
unification of these roads, and under municipal ownership or Gov- 
ernment ownership, there would be economies which would prac- 
tically pay the interest on the r<*cessarv bonds each vear. and pay 
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that interest in the sinking fund, and if they did not I believe the 
public would be more contented to pay the increased fare, knowing 
it to be operated in a way to satisfy them, by long odds, than it would 
be to pay an increased fare under the present irritating conditions. 

Mr. Johnson. Then you are of the opinion that properties that 

are managed and paid for by the Government 

* Mr. Price (interposing). By the public. 

Mr. Johnson (continuing). Are more economically managed 
than those that are managed by the public themselves? 

Mr. Price. .Now, that goes back to politics. But I think if you 
give the District of Columbia a nonpartisan utilities commission or 
board, or whatever you want to call it, and absolutely provide that 
it will be nonpartisan and that Members of Congress particularly 
could not go down there and say, " I would like to have this man 
put on this job," because, without seeking to reflect on anybody, I 
think the Members of Congress are the leaders in making those 
politics — I think you could fix it. 

Mr. Johnson. Then you would pass a law prohibiting Members 
of Congress from asking for any of these appointments? 

Mr. Price. No ; I would not prohibit them any more than I would 
anybody else, because I think they should be entitled to take care 
of some of their friends like some of the others are, but I would 
certainly fix it so that thei board would not have to do it unless they 
wanted to do it. 

Mr. Johnson. You think the present board feels- that they have 
to, whether they want to or not? 

Mr. Price. Well, I think the District of Columbia Commissioners 
sometimes feel they have to do it whether they want to or not. I do 
not know about the Utilities Commission. 

Mr. Johnson. Well, they are the same, are they not? 

Mr. Price. Well, Members of Congress do not go there. 

Mr. Johnson. Well, if the Member of Congress goes to Mr. Bvown- 
low as a District commissioner, does he not also go to him as a mem- 
ber of the utilities commission ? 

Mr. Price. He would hardly go to him as a member of the util- 
ities commission. 

Mr. Johnson. When he goes to him seeking a job he says, " I do 
not want you to give me a job for a friend as a member of the 
utilities commission, but I want you to give me the job as a member 
of the District commissioners?" 

Mr. Price. No ; the Member of Congress says, " I would like to 
have this fellow put on this job." The commissioners look around 
and see how many other Congressmen have been down there wanting 
a job and they say, " This Congressman is on the District conmiittee 
or the appropriations committee, and I have got to take care of him 
first, you see." There is the question. 

The Chairman. Let us keep to the street car situation. 

Mr. Price. Yes, sir. I would like to get off, because I know less 
of the street car situation than I do of the other. Now, on this Gov- 
ernment ownership, Mr. Johnson, I see your point, and I believe 
any of these citizens here will say that if it came to a showdown, 
to increase the fare 1 cent more under municipal ownership, knowing 
that it was being operated by them under a board, on which board 
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one member would absolutely represent the public, would be a poor 
piker 

Mr. Johnson (interposing). You would not pick a rich man like 
Brownlow or Siddons? 

Mr. Price. Oh, Brownlow would be a good man to put up there. 
Louis Brownlow thinks of the public. I will say that the utilities 
commission' is not subject to wealth. It permits the public to go 
in there. 

Mr. Johnson. When you indicated that you would not pick a rich 
man, I thought you meant that the present commission was rich. 

Mr. Price. No ; I would pick one of the representatives of the rail- 
roadvpisobably, or under Government ownership I do not see why they 
should come in at all, except just for their knowledge of the railroad. 

Mr. Johnson. And that would not be of much value, in your opin- 
ion ? 

Mr. Price. Oh, yes ; I think one man should have some knowledge 
of railroading. I would take a man like Jack Hanna or Mr. Ham. 
He is a good man. I like men of that type, and I do not believe I 
AYOuld object to either one of them. And next I would put on a 
man who knew the railroad work, and then I would put on there 
a representative of the public who probably did understand as much 
as any man could understand, or if necessary I would make the com- 
mission big enough and put on two or three representatives of the 
public. 

Mr. eToHNSON. For the purpose of raising the fare to make the 
amount sufficient to pay for the running of the road? 

Mr. Price. Yes; the public would be satisfied. 

Mr. Johnson. They would have to pay an increased fare every 
time they got on it? 

Mr. Price. Yes; and they would pay it with the knowledge that 
it would be for the public interest, and that after a time the fare 
would go down. That it would not be going into the hands of pri- 
vate finance to do as it pleased. I do not believe there is any jug- 
gling of finances here, but the old story was that street railway men 
juggled finances, and they look out for big dividends and nothing 
. for the public. I believe that there should be some way in which 
the public could go in there and have something to say about it, and 
that is my opinion of the real cure. You will find a good many 
others feel the same way, because they can not see any other out- 
come. I hope you and Mr. Mapes will find some way to get out of 
it, and in the end you have got to put a club in the hands of some- 
body. 

Mr. Johnson. It is to be a legal club? 

Mr. Price. Yes; I imagine it would have to be a legal club, but 
there may be expressions of opinions or views in the bill that would 
help a court to understand that the public was to have some favor- 
able consideration. 

Mr. Johnson. And that would have to be made clear to the court? 

Mr. Price. Very clear, I think, if the court is to get a full crack at 
it; exceedingly so. 

The Chairman. That would be no different from any other public 
ownership proposition, I take it? 

Mr. Price. There are some very interesting figures to be had on 
that from San Francisco in regard to the achievements of San Fran- 
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cisco on the subject of public ownership. I had that before me. I 
had one or two publications some time ago, and some official book 
on it some months ago, and then I had a clipping from a Cleveland 
paper which discussed the public ownership question in San Fran- 
cisco, where they made a marvelous success of it, and of all the 
towns in the world where politics do cut a wide swath in nearly 
everything, that is one town where they do, and they are making 
a marvelous success of it. But I feel there would be less politics 
here. 

Mr. Johnson. Have they municipal ownership in San Francisco? 

Mr. Price, I do not think it is wholly on all the lines. 

Mr. Johnson. It is partly on some of the lines? 

Mr. Price. It is wholly on some of the lines, and it may now em- 
brace nearly all of them. I do not remember. I am not going to 
state definitely. 

Mr. Johnson. What is the fare? 

Mr. Price. The last fare I saw was 5 cents, I think. I have a 
statement on my desk of the municipally owned and operated street- 
car systems in San Francisco. 

They have a system in Eichmond, Va.^ Mr. Johnson, if you want 
to take up that question, where they have made a remarkable success 
in the public ownership of gas. It is one of the oldest public-owner- 
ship gas companies in the United States. I think they are 60 years 
old, and they have returned to the treasury in profits repeatedly large 
sums of money. 

Mr. Woods. You do not know that just recently Richmond has 
decided that they have to issue bonds to rebuild the gas company 
plant, having consumed all their money ? 

Mr. Price. Probably they turned back into the treasury what they 
should have put into the sinking fund. That was a lack of finance. 
But they did turn into the treasury large sums of money when they 
should have put into the sinking fund a little of that money to pro- 
vide for obsolescence. 

Mr. Woods. They are asking for another bond issue now. 

Mr. Price. Obsolescence is one of the greatest dangers of a public 
utility and that is why a guarantee of a 6 per cent return on any 
public utility would be the best way to get it on its feet. It is 
coming to be known that obsolescence has got to be taken into con- 
sideration at all times, and particularly here in Washington where 
we have repeatedly changed from one system to another, from horse 
cars to cable cars and from cable lines to the electric lines, and here 
is Ford coming along now and before long you may be getting cars 
to operate on the streets, and the effect on the street railways would 
be very bad; that is, without any provision for obsolescence or a 
proper retirement of the sinking fund. 

The Chairman. We are very much obliged to you, Mr. Price. Mr. 
Clayton, one of the members of the Citizens' Association, asked some 
time ago for a hearing before the committee. He told the clerk that 
he had to be in court this morning and would not be able to be here. 
la there any other citizen of the District who wants to be heard this 
morning? 

Mr. Tucker. Mr. Chairman, I have a short statement. 

The Chairman. You may proceed, Mr. Tucker. 
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STATEMENT OF ME. EVAN H. TUCKEB, FEESIBENT OF THE 
NORTHEAST WASHINGTON CITIZENS' ASSOCIATION. 

Mr. Tucker. Mr. Chairman and gentlemen, I want to explain to 
you first just what the association represents. We represent the 
northeast quarter of the city, where the road from the Capitol Build- 
ing goes out — ^in fact, one of the comers of the Capitol section is in 
our quarter. Two weeks ago we had a meeting of our association 
and a resolution was passed. The committee on public utilities of 
the association had before it the commissioners' bill, Mr. Romjue's 
bill, and a bill that had been prepared by the Federation of Citizens' 
Associations, which was presented to us by courtesy. We are not in 
the federation. This resolution is the result of the consideration of 
the matter by our committee. It was adopted on February 10, 1920 : 

Northeast Washington Citizens' Association, 

Washington, D. C, Februo/ry 10, 1920. 

Committee on the District of Columbia^ 

House of Representatives. . 

Gentlemen : At the last meeting of this association the following resolutions 
were adopted: 

Whereas there are two bills introduced in the Congress of the United States 
authorizing the consolidation of various street railway systems of the Dis- 
trict of Columbia into one system ; and 
Whereas H. R. 9806, known as the Romjue bill, provides that after the consoli- 
dation has been effected no further taxes upon the property of the consoli- 
dated company, real or personal, or upon its earnings shall be assessed or 
collected; and 
Whereas the said bill further provides that the said consolidated company 
shall receive a divided of 6 per cent on the par value of its capital stock, 
and provides further that any deficit that may accrue including said divi- 
dend shall be paid by the District of Columbia out of the funds collected by 
it from general taxation; and 
Whereas the said biU further provides that all extensions of tracks, roadway, 
conduits, and transmission apparatus shall be paid for and owned by the 
District of Columbia and the Commissioners of the District of Columbia are 
authorized to issue and sell bonds of the District' of Columbia to pay for 
the same; and 
Whereas H. R. 11753, known as the Mapes or commissioners' bill, provides for 
the repeal of the law imposing a tax of 4 per cent on the gross receipts of 
street railway companies incorporated by Congress and operating in the 
District of Columbia, and the enactment in lieu thereof a law imposing a 
graduated tax on their operating income in excess of 6 per cent ; and 
Whereas the said bill further provides that the taxes so levied and collected 
shall be deposited with the Treasurer of the United States as a separate 
fund to be known as the street railway contingent fund, to be loaned to the 
street railway companies to make such necessary extensions to their lines 
that may be approved by the Public Utilities Commission ; and 
Whereas the provisions cited above are unfair to the people and the taxpayers 
of the District of Columbia and in a very large measure discriminate against 
one company in favor of the other; and 
Whereas both bills provide for a partnership between the street railway com- 
panies and the government of the District of Columbia, which partnership 
is neither just nor equitable, the District always being the debtor; it also 
establishes a system neither municipal nor private, neither flesh nor fowl: 
Therefore be it 

Resolved by the Northeast Washington Citizens' Association in regular meet- 
ing assembled this 9th day of February, 1920, That it is the sense of this asso- 
ciation that the bills referred to will not effect a consolidation or the end 
sought to attain or that will give to the people of the District a service com- 
patible with their needs, without imposing upon them further burdens through 
taxation to the everlasting benefit of the stockholders of the various companies 
involved, a benefit they are not entitled to receive in such a manner or form ; 
and 
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Resolved, That the committee on legislation is authorized to use every hon- 
est endeavor to prevent the enactment into law any of the provisions of the 
bills hereinbefore referred to; and 

Resolvedj That the association does not look unfavorably on the bill prepared 
by the Federation of Citizens' Associations; and 

Resolved, That the association favors legislation providing for the following : 

First. A consolidation of all electric street railway systems operating lines 
within the District of Columbia. 

Second. That any consolidation under private ownership shall not be sup- 
ported or abetted in any way from the treasury of the District of Columbia or 
of a remission of taxes on the railways' property. 

Third. That any street railway company In the District of Columbia working 
under a charter granted by Congress be authorized and empowered to purcliase 
the properties, franchises, etc., of any and all other street railways operating 
in the District of Columbia. 

Fourth. That the capitalization of the consolidation shall not exceed the 
market value of the stocks, bonds, and other securities of companies involved 
in the consolidation at the time of the passage of the enabling act. 

Fifth. That the company making the purchase and known as the consoli- 
dated company shall be entitled to charge a fare of not more than 5 cents, or 
six tickets for 25 cents for one continuous ride in the District of Columbia, 
and shall issue transt^^s free of cost at all intersecting and connecting points 
within the District necessary to carry a passenger In one general direction to 
destination. 

Sixth. That the legislation be drawn sufficiently definite and specific so 
as to eliminate the necessity of providing the Public Utilities Commission with 
discretionary powers. The Public Utilities Commission should only be vested 
with administrative powers. Most of the present difficulties may be attrib- 
uted to the discretionary and legislative powers vested In or assumed by the 
commission. 

Seventh. That legislation should be enacted providing that the personnel 
of the Public Utilities Commission shall consist of persons not holding any 
other official positions. 

Eighth. That as an alternative and in event of the failure of a consolidation 
under private ownership within a reasonable time, legislation providing for 
the purchase and operation of the roads by the District government should be 
Immediately enacted. 

Resolved, That copies of these resolutions be forwarded to the Committee 
on the District of Columbia of both Houses of Congress and to the Public 
Utilities Commission. 
Respectfully, 

RoscoE Jenkins, Secretary. 

Attest : 

Evan H. Tuckeb, President. 

Now, gentlemen, our association is one of the old ones, and we 
have given a great deal of consideration, of course, to street railway 
questions for a long time back. We were here before this committee 
when these roads consolidated and created the present Washington 
Railway & Electric Co., which, I will say, has been a great benefit 
to the patrons of those roads. We feel that when Congress grants 
to a corporation or to anybody the right to use our streets to the 
exclusion of competition for the transportation of passengers, that 
Congress or some other authority should be very careful to take 
care of the rights of the people, because competition in trade is 
what gives equalitj^ and provides for equality in the service. If 
there is no competition, then it has got to be looked after in some 
other way. 

Now, we are confronted at the present time with the peculiar 
condition where we have two systems, one -of which, we understand, 
is paying very well on its investment, and the other is unable to 
support itself on the amount of fares now allowed to be charged. 
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There are several reasons why there is this difference between the 
two syst«ns. Aside from the one general reason that the Capital 
Traction Co. has more paying lines within the populated part of 
the city than the other company, there is another reason, and that 
is that the Capital Traction Co., in the minds of the public, has 
always furnished better service than the other company. People 
will sometimes go some distance out of their way to take a car 
of the Capital Traction line because they feel certain that when 
they get there they are going to find a car within a reasonable time, 
and they are going to find proper accommodations, and are going 
to get to their destination within a reasonable time, which they 
have not felt in the past with respect to the other lines. Then 
there is the situation where the people in our section of the city 
have not had the same kind feeling that they have had for the 
Capital Traction Co. Up until 10 years ago the Capital Traction 
Co. did not enter our section of the city at all^ except for a little 
loop that went around the Senate Office Building, or just around 
the building, and that gave us little service. 

The only street-car service we had in our section was furnished 
by three parallel lines running east and west, the East Capitol Street 
line — that is, the old Metropolitan — the City and Suburhan, which 
took in C and' D. Streets, and the Columbia line at H Street. So 
that we had to depend upon that one company, and that company 
at that time — ^not the present management, because I want to say 
that the management has very much improved — ^but under that 
management they knew that we had to depend on them, and they 
just did as they pleased, and we had a very poor service. There 
were complaints all the time. People could not depend on whether 
they would ever get a car or whether they would ever get to their 
destination. So that we came to Congress and asked that the Capi- 
tal Traction Co. be allowed to come into our territory. We had a 
great big fight, and this committee sustained us against the Senate 
committee, which was opposed to us. We had the opposition of 
the single line, and they even went so far as to circulate a petition. 

I want to give you some of the reasons why these conditions 
exist, but I do not want to take the time of the committee unneces- 
sarily. That condition has tended all the time to make the feeling 
of the people against that one corporation, and after we did finally 
secure the legislation to have the Capital Traction Co.'s line come 
through our section, we find people going a distance now to take 
a Capital Traction car in preference to the other for reasons that 
I have stated. 

Another thing that causes people to turn very much recently 
against the syndicate lines was the strike we had three years ago. 
We had a strike which was very unpopular with our people, and 
a good many of our citizens said they would not ride on those cars, 
on account of the strike. 

Then another thing that caused trouble in regard to the strike 
situation was this, that at that time a great many men were brought 
here as strike breakers to work on these lines, who were not really 
suitable men to perform the duties, they were not polite and gentle- 
manly, and for quite a while after the strike — ^and I do not know 
thaf the condition has cleared up yet — we have not had as nice a 
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class of employees on the syndicate lines as we have had on the 
Capital Traction, which retained its old men who had been there 
for years, and who understood the business. 

So, that all of these elements which I have mentioned have tended 
to turn the public in a way against the syndicate* lines, which has 
materially reduced their short-haul passengers, who are the paying 
passengers, and in a way interfered with their earning power. 

Then, another thing more recent is this, that in view of the fact 
that they have been unable to make a fair return on their invest- 
ment with the fares allowed, they have come to the Public Utilities 
Commission time and time again and asked for an increase in fare, 
and that has also made the public feel kind of sore against them 
from time to time, and the public is funny. When you touch their 
pocketbooks, you make them sore, and they say, "I will not ride 
on that line. I will go to the Capital Traction line." All of these 
elements which I have stated before have tended in a way to inter- 
fere with the earning power of this syndicate, the Washington Rail- 
way & Electric Co. 

Now, with these two systems, one paying quite a good return on 
the investmenti and the other not, we feel that if we should unify 
those systems by consolidation, that we would be able then to con- 
duct the business, or they would be able to conduct the! business 
on a lower fare and give better service. We would have a general 
service then on the whole lines, instead of a special service 
on one, and there would be, in our minds, quite a saving in 
the overhead expense of the concerns, of having them under one 
management. There would be a considerable economy, in our opin- 
ion, in the matter of routing. We believe that new routes could be 
arranged, if it was under one system, that would create a great 
economy, and at the same time give much better service. 

For instance, when we want to go out to Brightwood we take the 
Ninth Street line, and we go up Ninth Street to Florida Avenue, 
and* then we go down Florida Avenue to Seventh Street, and make 
a turn around there and go out Georgia Avenue to Brightwood. 
It would seem quite a reasonable proposition, instead of that, that 
the Seventh Street cars should go right straight out to Brightwood. 
There is a point of routing there that would be very advantageous. 
There are others. 

So that we feel that under one general management that way 
there would be considerable economy. 

• Then, the^ question comes about as to what is the best way to 
effect this consolidation. The best way to effect the consolidation 
would be, if possible, to place the two concerns on a basis where 
they would be about equal in their earning power. 

Mr. JoiTNsox. How would you do that ? 

Mr. Tucker. There is where the difficult point comes. In regard 
to the Washington Eailway & Electric Co., one way to do that, in 
my opinion, after some study, is for Congress to pass legislation 
that would enable them to combine with the Potomac Electric Power 
Co. and to charge a rate for current that would help out the rail- 
road situation. Those two concerns have been going along side by 
side for a great many years and one has profited by its connection 
with the other in one wav or another. It seems to me that the time 
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has come where the profits of that electric company should go to 
help sustain the railroad company which has helped it in this mat- 
tor of stock, etc. That is a reasonable proposition. Then, as far 
as the rate for current is concerned, there is a queer proposition in 
regard to that situation. It is about the only commodity that has 
been reduced in price in the last two or three years. Everything 
else has gone up. We are paying more for our gas; we are paying 
more for street car fares, etc., and still the current has come down. 
It would seem that to equalize the situation the price of current 
should at least not be reduced at this time. 

Mr. Woods. Are the residents in your organization generally 
served by electricity? 

Mr. Tucker. Some of them are. My territory has a great many 
small homes in it, and some have electricity, and some have gas, and 
some have both, but still, with the small increase in the current, it is 
not anything like as much as we are now paying in street car fares 
to the Capital Traction Co. especially, that does not need it, and I 
feel as though this is one way we could help to bring about a parity 
in the earning power of these two corporations if that is carried 
out right. And, as a business proposition, gentlemen, if a man is 
going into partnership with another man he does not want to go 
into partnership with a man that is very poor and not earning any- 
thing in his business ; he wants to go in with somebody that is about 
equal with him, so that they will make something together. That is 
the whole thing here. If you put these two companies on something 
like a parity in earning power I believe they would be glad to have 
a consolidation. I believe they can see now that they would make 
more money with a consolidation and that it would be better for 
them in every way, and it will come about, but as long as this differ- 
ence exists* in their earning power the chances for consolidation is 
very poor. 

I believe that Congress should pass now an enabling act, not mak- 
ing it too stringent, but a fair enabling act, find at the same time 
pass legislation that would cause a consolidation of the Washington 
Railway & Electric Co. and the Potomac Electric Power Co., and 
increase the rate for current. 

The Public Utilities Commission, in my opinion, has not the 
power to do that. Their powers are limited, but Congress has the 
power, and there is a precedent for Congress establishing a rate on 
public utilities here, notwithstanding that the control of public 
utilities is in the commission, and that is in the gas case. Three 
years ago Congress passed legislation providing for a reduction in 
the price of gas to 75 cents, notwithstanding the fact that the matter 
is under the control of the Public Utilities Commission. The Pub- 
lic Utilities Commission was in a position where they could not do 
it at that time. They were having an investigation as to the physical 
valuation of the property of the Washington Gas Light Co., and 
until they found out what that physical valuation was they were not 
prepared to make any rates, but Congress comes in and says that the 
price of gas shall be 75 cents, and it was 75 cents. 

Then, when the war came on, the gas company went to the com- 
mission and made out a case that they could not continue to sell it 
at that rate, and the rate was increased. 
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So I am bringing the thing right down to a point in telling you 
what I think and what, in the opinion of the association, is the way 
to go about this question. That is the way we see it at the present 
time, gentlemen. That is about all I have to say. 

The Chairman. We are very much obliged to you. Is there any- 
one else who cares to be heard? Several people have talked and 
written to me from time to time about appearing before the com- 
mittee on this question, but the clerk, after looking them up, has 
reported that all of them, with the exception of Mr. Clayton, have 
said that they did not care to come; that after reading what the 
papers have said, that they felt they could not throw any more 
light on the subject; and as far as I know, there is no one who has 
requested to appear before the committee that has not had an op- 
portunity to do so. 

Mr. Ham. Mr. Chairman, before the hearing is closed I would 
like to be permitted to make a few remarks. 

The Chairman. Will you do that now? 

Mr. Ham. I think I can. 

STATEMENT OF ME. WILLIAM F. HAM, PRESIDENT WASHINGTON 

RAILWAY & ELECTRIC CO.— Resumed. 

Mr. Ham. I wish to confine myself almost exclusively to this ques- 
tion that Mr. Tucker has just spoken of in regard to the power of 
the commission or of Congress to fix a rate for current for the light- 
ing company which might help out the Washington Railway in its 
present condition. Mr. Brownlow, and the commission as a whole, 
has indicated that it felt an obligation to reduce the price of cur- 
rent because of the fact that in so doing the Potomac Co. would 
still have what they deemed a reasonable return upon the value of 
the property, as the commission had found it. That, as I have 
stated, was purely on their own initiative. No formal petition was 
before the commission for a reduction in the price of current, and 
it was done over our very strong protest that it was unfair for the 
commission to reduce the rate of the Potomac Electric Power Co. 
when, admittedly, the commission was not in a position at that time 
to know whether or not the railway company was itself receiving 
an adequate return. While the work of valuing all these companies 
was commenced at the same time, certain companies were pushed 
ahead of others, and the Potomac Electric Power Co. was pushed 
ahead so that its value was determined by the commission some two 
years and a half earlier than the railroad company's valuations 
were completed. 

The Chairman. Have you considered this question, Mr. Ham, 
conceding that the charge of 8 cents per kilowatt hour gives a fair 
return to the Potomac Electric Power Co. on the value of its prop- 
erty, as to whether or not an increase of its rates, if contested by 
the consumers of electricity, would be allowed? 

Mr. Ham. A user of electric light would have no ground for 
action. 

The Chair3ian. Could he not restrain the Public Utilities Com- 
mission from allowing a rate which would bring more than a reason- 
able return on the property of the Potomac Electric Power Co.? 
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Mr. Ham. No; not even in that barest way that you have stated; 
but the legislative power is broad to exercise its discretion as to 
what are reasonable rates, what are reasonable rates of return, and 
what is a reasonable value. All those things are within the power 
of the legislature, and the court only intervenes when a constitu- 
tional right is destroyed, and that is the difference between the pow- 
ers of a regulatory body and the power's of the courts. 

The Chairman. Leaving Congress out of it, what could be done 
to the Public Utilities Commission if it should allow a rate that 
would bring more than a reasonable return? 

Mr. Ham. I do not think anything can be done about it. It is 
possible that you could have an action in case there was evidence of 
gross injustice on the part of the commission. It might be that action 
would lie if you fixed a manifestly and excessive rate, but when you 
consider that the conmiissions elsewhere have permitted rates of 
return up to 9, 10 and 12 per cent, and they have not had those deci- 
rions reversed by any action that a consumer has taken before the 
courts, it seems to me that the thing is manifest. 

But the fact here is, gentlemen, that the commission or Congress, 
has the power to take into consideration all of the elements of the 
situation, and it is proper for them to consider the advantages that 
have accrued to the public through this joint ownership of facilities 
of the two companies, and the joint use that has been made of those 
facilities, and I think we can find a quotation here where commissions 
have held that that is not a power that they shall exercise in a narrow 
way, but in a broad way, viewing the interests of the community as 
a whole. 

The legislature undoubtedly has a wide range of discretion in the 
exercise of the power to prescribe reasonable charges, and it is not 
bound to fix uniform rates for all commodities or secure the same per- 
centage of profit on every sort of business. There are many features 
to be considered, differences in the articles transported, the care re- 
quired, the risk assumed, and value of the service, and it is obviously 
important that there should be reasonable adjustments and classifica- 
tions. Nor is the authority hampered by the necessity of establishing 
such minute distinctions that the effective exercise of the rate-making 
power become impossible. It is not bound to prescribe separate rates 
for every individual service performed, but it may group services by 
fixing rates for different classes of traffic. With respect to particular 
rates it is recognized that there is a wide field of legislative discretion 
permitting variety of classification, and hence the mere details of 
what appears to be a reasonable scheme of rates or a tariff or schedule 
affording reasonable compensation are not subject to judicial review. 

It is therefore submitted that Congress has the undoubted power 
to prescribe the rates for sale of electricity within the District of 
Columbia, and so long as such a rate affords substantial compensation 
it is not subject to review by the courts. (Northern Pacific Co. v. 
Xorth Dakota, 236 U. S., 585, 59 Law Edition, 735.) 

I will also state to the committe that I am not a lawyer, so I have 
no advantage over Mr. Brownlow. 

Congress, in permitting the Washington Railway & Electric Co. 
to own the capital stock of the Potomac Electric Power Co., thereby 
made a legislative declaration that the railway might benefit by the 
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control, through stock ownership, of the lighting company. It has 
been already pointed out that at the time the act of Congress ap- 
proved June 5, 1900, was passed, the lighting company was a small, 
struggling concern, and had it not been for the credit of the rail- 
way and benefit derived from a joint manufacture of electricity, the 
lighting company would not have had the opportunity to develop, 
nor would it be now enabled to furnish alectricity even at the con- 
gressional rates heretofore established by Congress, and which the 
commission reduced during the European War, in the face of rising 
costs. By the act of Congress mentioned the railway company was 
permitted to issue its stock and bonds for the purchase of certain 
railways and the lighting company, and the stock of the lighting 
<X)mpany, among other stocks, are pledged as collateral for the pay- 
ment of the bonds of the railway company. Furthermore, the bonds 
of the lighting company were guaranteed by the Washington Eail- 
way & Electric Co. 

Under the act of Congress approved April 27, 1904 — ^that is four 
years later than the enabling act — ^the Potomac Electric Co. was 
permitted to make connections between its conduits and the conduits 
of the Washington Railway & Electric Co., and all other companies 
controlled by it, for the purpose of furnishing electric current 
through said conduits for public and private uses, the use of said 
railway conduits to be upon such terms as may be agreed upon be- 
tween said companies. Thus the property of the Washington Rail- 
way & Electric Co. and the Potomac Electric Power Co. has been 
merged as one. Its board of directors and officers are the same, and 
until the Utilities Commission was created there was no suggestion 
or attempt upon the part of anybody to separate these companies, 
or to deprive the railway company of the ]ust benefits arising out 
of the ownership of the lighting company. 

The legislative declaration above outlined, whereby the railway 
was to be accorded the benefits arising out of joint manufacture 
of current, was not only reasonable when first declared for the pur- 
pose of permitting a unified ownership and operation of certain street 
railways and lighting companies, but was economical and sound 
judgment because it was a common thing throughout the country for 
a single corporation, either through stock ownershij) or otherwise 
to control both railway and lighting business. In the hearing that 
was held before this committee of Congress in 1914, on House bill 
14896, on July 23, 1914, page 284 of the record, there was a list sub- 
mitted of the companies throughout the United States at that tiine 
engaged in both the railway and electric lighting business, and in 
some cases, gas or water business. It comprised companies in 44 
States of the Union. 

We therefore think the doctrine laid down by the Supreme Court 
clearly settles the right of Congress to prescribe rates for the sale 
of electricity, which, so long as they afford a substantial compensa- 
tion to the company, may not be reviewed by the courts. 

The cases cited by Commissioner Brownlow in his argument the 
other day were cases decided by commissioners announcing the mere 
naked principle that excessive rates may not be exacted for one 
class of service at the expense or detriment of another class of serv- 
ice. The mere statement of the principle, however, presupposes first 
that the rates are excessive and therefore unreasonable of and in 
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themselves and are attempted to be exacted from one class of service 
without any corresponding benefit from the class of service which 
it is proposed to stimulate or otherwise help. 

The Washington Railway & Electric Co. has never contended 
and does not contend now that excessive rates should be exacted for 
the sale of electricity. We do, however, contend, and have always 
contended, that Congress in 1900 contemplated and took into con- 
sideration the benefits that would accrue to both railway and light- 
ing service from the combined operation and control thereof, and 
permitted such a unification of operation and control with the 
designed purpose in view that there would be mutual advantages 
derived therefrom to each class of service. 

Such legislation was designed to enable the establishment of one 
big central plant or station. The lighting company separate and 
distinct from the railway company could not be and was not in a 
position, nor had it business in sight that would warrant any 
large central power plant such as was contemplated. The railways 
then had separate power plants, so that it was well understood rhat 
through a combined operation and control of the railway and 
lighting properties economies would be brought about by an estab- 
lishment of a central power plant to be jointly operated by the 
railway and lighting companies. Accordingly, such an arrange- 
ment was perfected which resulted in the construction of the Ben- 
ning power plant. The prudence of such an arrangement has been 
demonstrated by the proof introduced at these hearings. The fact 
that the Benning plant is able to generate electricity at a lower cost 
than the well-managed property of the power plant of the Capital 
Traction Co. proves beyond question the advantages and advisa- 
bility of having one central plant whereby a larger production is 
permitted by reason of the facl of the combined use of electricity 
for railway and lighting purposes. 

It is apparent that if the lighting company was treated separate 
and distinct from the railway that electricity could not be as 
cheaply manufactured as electricity is jointly generated by the rail- 
way and lighting companies and to the extent that the lighting com- 
pany is able to secure electricity at a low generating cost inures to 
the Denefit of the electric-light users. 

Eight at this point I would like to say a word in reply to what 
Mr. Brownlow said — that, notwithstanding the economical operation 
of this property which Col. Kutz has also been good enough to say 
is one of the best plants in the country, the public had derived no 
good from it. He meant undoubtedly that the public had derived 
no good from it in a reduction of the rate below 10 cents; but the 
^ood that the public has received is the extension of this service, 
the taking of it out of a small, restricted area in the central part of 
the city and taking it all over the District of Columbia into the 
surrounding country in Maryland and Virginia, so that we are 
serving and taking this great convenience at small cost to 45,000 con- 
sumers, where at the time this plant was built we only served 10,000. 

The other big advantage to the public is that they had a prosper- 
ous concern able to serve the public, able to give a high class of serv- 
ice, a service which I think during the war was, perhaps, the best 
service rendered by any public utility in the District. It was able, 
on account of being prosperous and having a reasonable degree of 
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credit, to finance on its own account all kinds of improvements that 
in other locations the Government of the United States was paying 
for, because of the inability of the companies and the injustice to 
the companies of going forward with those great expenditures^ 
but here in Washington, wherever the demand came, the Potomac 
Electric Power Co*smade it on its own account and out of its own 
treasury. 

Therefore it is strongly contended that electric light users should 
be required to pay such a reasonable rate as is commensurate with 
the advantages that they have from the joint operation and control 
of a central power plant, and that the electric light consumers 
should at least pay what they would otherwise be called upon to 
pay were it not for the joint operation and control of a power plant 
serving both lighting and railway purposes. 

We therefore lay down the broad principle that where commis- 
sions have been called upon to deal with the equities arising from 
such a joint enterprise, whereby one class of service is benefited by 
another, that this should be taken into consideration and due allow- 
ance made for the mutual advantages derived by all the classes of 
service resulting from a joint enterprise of such a character. 

Particularly should that principle be followed here where you 
have a different situation confronting the commission and this com- 
mittee of Congress and the public than exists anywhere else, where 
the burden must of necessity fall either upon the car rider or upon 
the consumer of light and power. How much more necessary to 
take into consideration all of the circumstances of the case and to 
view the situation broadly rather than narrowly, because the bur- 
den, as it exists at the present time, is being undoubtedly placed 
upon the back of the car rider. 

Now, in the case of the Fort Scott Gas & Electric Co. v. the City 
of Fort Scott, reported in the Public Utilities Reports, 1915B, 48i, 
which Mr. Brownlow quoted, there is fully sustained the merit of the 
contention here made, that where an investment has been made in a 
single corporation which is engaged in the operation of an electric 
lighting business, as well as in the operation of a street railway 
business, upon the faith of rates prescribed by law, the rates of one 
branch of the business can not be readjusted without taking into 
consideration the effect thereof on the revenues of the company as 
a whole. 

That is just the point we maintained at the time the commission 
reduced the rates of the Potomac Electric Power Co., that they were 
unjustified in taking that action until they could ascertain what 
would be the effect of that action upon the property as a whole. 

But in the case above referred to it was said : 

Complainant contends that it was at the time desirous of segregrating its 
street railway properties under a separate franchise, but was forced by the 
city to have the properties bound together in the manner that they "were 
bound together in these franchises, because it was feared by tlie city that 
the street railway property might be abandoned, as it was common knowl- 
edge that the street railway property was of itself not a paying property, 
but, on the contrary, a financial burden to its owners. Complainant contends 
that these properties were purposely — 

Note that word " purposely " — 

bound together in the franchise by the city of Fort Scott, so that the prop- 
erty devoted to the serving of electrical current might be made to produce 
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a return suflScient to cover the losses sustained in tlie operation of the street 
railway system, and that this was the only condition under which the city 
of Fort Scott was willing to grant a new franchise to the company at that 
time. 

The principle there involved is identically the principle here at 
issue, to wit, that Congress invited the public to invest in the stock 
of the Washington Railway & Electric Co., with the inducement 
held out to them that that investment should be devoted not only 
to the acquisition of stock in other street railway companies, but 
also in the stock of electric lighting companies, and that upon the 
basis of rates then prescribed by law the returns from the two busi- 
nesses combined would constitute a fund to make good a fair return 
on the entire investment. 

The Kansas Public Utilities Commission further said : 

The chief question involved in this case is whether or not the losses in the 
operation of the street railway system may be recouped from earnings in 
the electrical department. We think the evidence is quite clear that there 
was a general understanding when the franchises were granted in 1910, on 
the part of all concerned, that the street railway property was of itself not 
a paying property, and that the intention of the city was to so arrange the 
franchises that the street railway property could not be abandoned. 

That also is borne out by the very words of Senator McMillan 
that the necessity of this combination that took place in 1900 was 
to permit the continued operation of the lines which would otherwise 
be either entirely unable to render service to the public or would 
render very inadequate service. 

There is no testimony, however, showing that it was the purpose of the 
city at that time to fix the electric light rates high enough to cover the losses 
from operations of the street railway property, but whether or not this was the 
purpose of the city is immaterial. In either case, the commission finds that 
it must use its own judgment in passing ^pon the merits of the question. 

* ♦ * It is our opinion also that the citizens of Fort Scott are not so 
unreasonable as to expect the complainant to continue operating the street- 
railway property year in and year out at a loss. To insist upon this would 
be. to insist upon a confiscation of the property, which is neither lawful nor 
desirable. That the street-railway system is being used and has been in the 
past operated at a loss is shown by uncontroverted testimony. We know of 
no way whereby the revenues of the street-railway system may be increased. 
If the fare was fixed at more than 5 cents per passenger, we doubt if anyone 
would ride in the cars, and that this would reduce rather than increase the 
revenue is beyond the peradventure of a doubt. The commission is therefore 
of the opinion, and so finds, that for the purpose of determining whether or 
not the rates charged are just and proper, the electric, street railway, and 
steam heating properties should.be treated as one, and, if the rates are just 
and proper, they should yield a fair return upon the fair value of the property 
used and useful in performing the street railway, electric, and heating service. 

We also call attention to the case before the Illinois Commission 
on June 6, 1919, in re Monmouth Public Service Commission, 
P. U. E., 1919E, page 496, where the syllabus in that case is: 

In a proceeding to fix electric rates for a utility operating electricity, gas, 
and steam heating departments, the Illinois Commission will take into con- 
sideration, with other things, the relative importance of the various services 
rendered, the favorable situation of a department rendering one class of 
service as compared with that rendering another and the effect of the decision 
upon the conduct of the enterprise and the welfare of the consuiners and 
citizens. 

163242— 20— PT 5—3 
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And that commission, at page 498, adopts an opinion which it 
had rendered in a prior case, where it had said : 

The electrical business of the company is perhaps the most important from 
the standpoint of the company's revenues, and as a matter of public policy 
It is possible that it should not receive its full proportional benefits from the 
resulting economies of combined operation, particularly when such an assign- 
meat would seriously cripple other phases of the utility's <H)eratioii8, and thus 
limit the resulting efficiencies of the combined operation. While, from the 
standi)olnt of expert analysis, the use of the equipment may present a proper 
basis for allocation, the commission in the exercise of its judgment will give 
consideration to those other factors which influence an equitable solution, such 
as the relative importance of the various utilities services, the neecssities of 
the community, and the effect wtdch the decision will exert upon the conduct 
of the enterprise and the welfare of the consumers and citizens. The decision 
will not, however, result in placing the burdens of one utility service upon 
other consumers. In the exercise of this discretion the conunission is acting 
within its duties as above outlined by the United States Supreme Court — 

citing the case of the Northern Pacific Railway Co. v. North Da- 
kota (236 U. S.) , and previously alluded to by us. 
The commission further added: 

It will similarly hold in the present proceeding and will give proper con- 
sideration to the entire situation to the end that the solution will, in its 
opinion, be a workable one, taking all phases into consideration. 

And the commission proceeded to allow that company an equiva- 
lent to a return of 8 per cent upon its property. 

In acting upon a case before the West Virginia Public Service 
Commission, decided May 23, 1919, which was a case where it 
appears electric power was furnished from a central plant and dis- 
tributed to various railway lines, the company operating the central 
or generating plant claimed that some profit should be paid by some 
of the other Imes to which current was being fumisnedy and the 
relief which was prayed for was based upon that sort of a proposi- 
tion, in other words, the commission had before it that form of 
extending relief to the ^nerating company, which was the company 
then before the commission that needed relief, and during the course 
of the consideration of that case the West Virginia commission 
reached this conclusion, namely: 

There are doubtless many Instances where the power company is justified in 
selling surplus power at or even below its actual cost to the generating com- 
pany* 

thus recognizing the principle which we are contending for, that 
where the question calls for a recognition of the particular ad- 
vantages that may be derived from a joint operation or enterprise, 
the relief may be either extended to the generating company, if that 
is the company requiring relief,^ or relief may be given to the com- 
pany or that branch of the service performing another public func- 
tion, but with current generated by a different company. Thus, as 
was done in one case where there was a joint enterprise or a Joint 
operation of railway and lighting properties, it was held where 
the relief then was for a raise in the railway rates, the commission 
held that as the combined revenues from both electric and railway 
service was sufficient to give a reasonable return upon the entire 
enterprise, the railway rates should not be raised. 

We have no desire to unduly consume the time of the committee 
in the presentation of this pomt, but we think We have sufficiently 
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pointed out the difference between the cases cited by Mr. Brownloji^^ 
and those we rely upon in support of our contention, that wh^ere 
there is a joint control and operation of two kinds of service, and 
with corresponding and mutual advantages to each class of service 
by reason of said joint operation! and ccHitrol, the commission or 
legislative body, as the case may be, should take into ccmsideration 
the relative importance of each service rendered and,^ the benefits 
arising from such combined operation and control, the interests of 
the community, and the effect which a decision or a prescribed rate 
will exert upon the conduct of the enterprise as a whole, and ihe 
economic advantages arising therefrom, and that in the exercise of 
such discretion, the commission or legislative body may safely act, 
and each have a wide range, and so long as rates are prescribed 
that afford a substantial compensation to the utility, such rates are 
not subject to judicial review. 

Now, I wish to contrast the reasoning which other commissioas 
have used in cases of a similar kind with that followed by this 
commission in its determination of fair rates for the Potomac Elec- 
tric Power Co. They ascertained the property values of the Potomac 
Electric Power Co. at a hearing on rates, and decided, contrary to 
the evidence, that a 7 per cent rate was adequate, and further, de- 
cided that in fiixing that rate there should be a minute distribution 
of all of the property of the Potomac Electric Power Co. that was 
used for railway purposes. 

A minute allocation of that was made, but, as I recall it, is pxft 
in the record of the case, and they determined that if tiie railwfl^y 
company were paying to the Potomac Electric Power Co. every cent 
that it should be paying to them, if it was an absolutely separate and 
distinct concern, they would be paying to the Potomac Electric Power 
Co. the sum of $220,000 per annum, which it was admitted they, did 
not pay. That provided, in the words of the commission, for interest 
at the rate of 7 per cent, and the depreciation, so that every possible 
benefit that the railway could get from its ownership of the stppk 
of the Potomac Electric Power Co. was denied it by that strict 
allocation of the property of the lighting company used for railroad 
purposes, notwithstanding that it was admitted that it was one prop- 
erty, it was one power plant, the mains, the conduits^ and cables that 
brought that electricity in from Beimings to the city into the dif- 
ferent substations was all one common property owned by the Po- 
tomac Electric Power Co., but used jointly, where millions of dollars 
of investment had been saved, which would have been absolutely 
lost to the service if we had had two entirely separate and distinct 
companies. 

Their reasoning in that case is contained in their order No. 223 
of July 13, 1917, in which they recite all o£ these things, how the 
property had been built up through these years, and recite these 
relations that existed between the companies, and recite the con- 
tractual relations that tiiese companies had entered into, but, not- 
withstanding the fact that these companies had entered into certain 
contractural relations which, in the judgment of the board of direc- 
tors, were under all the circumstances of the case fair and equitable, 
the commission says that in their relations with the user ot power 



428 REGULATION OF PUBLIC UTILITIES IN DISTRICT OF COLUMBIA. 

or light they will absolutely disregard those oontractural relations^ 
They say: 

« 

The fact that all of the stock of the power company is owned by the railway 
company, that the officers and boards of directors of the two companies are 
the same, and that the two companies do not deal with each other at arm's 
length makes it unnecessary for this commission to require any change in the 
actual method of payment for power produced by the power company and sold 
to the railway company. The duty of this commission is to protect the public 
from unjust and unreasonable charges, and this duty will be most effectively 
and most expeditiously performed by permitting the two companies to continue 
to exercise their wills as to the method of payment for power sold by the one 
to the other. 

That is, they permit this arrangement the companies have made 
to continue. But they say: 

But no such arrangement should be permitted to affect the public which 
consumes the power sold by the power company at wholesale and retail for 
private use. In other words, the interpocket transfer of money between the 
two companies does not affect the principle that the public is entitled to 
rates,, tolls, and charges for the sale of electric energy which are reasonable 
and just and which are based upon allowing the company a fair return upon 
the fair value of its property after allowing for proper operating expenses, 

• depreciation, etc. 

Turning, however, to the railway rate case, in which we protest 
' thiat inasmuch as that the above item has been, treated as something 
that the railway company was paying in effect to the power com- 
pany, and treated by the power company as income of the power 
company in fixing rates of the power company, the commission says 
in its order 

Mr. Woods. They treated that $220,000 as income, for the purpose 
of fixing rates ? 

Mr. Ham. Yes; they treated it as income in the Potomac case. 
' Mr. Woods. Without its being paid, and which the railway com- 
pany had not paid? 

• Mr. Ham. Which they had not paid, and where they say in the 
order I have just read it is not necessary for us to make any change 
in our accounting methods, but in view of the fact that it does affect 

' the public they will take that into consideration. 

I can understand that it is within the jurisdiction of the com- 
mission to inquire into the justice of contractual relations that com- 
panies have made. I can understand that. It may be that there 
has been a contract made which was manifestly unjust and unreason- 
able and where it would be proper for the commission to do just 
what it, did, not set the contract aside, but to state what should be 
reasonable treatment to the public under those conditions; but then 
when we came to the presentation of that for argument before the 

' commission, the commission did not, in fixing the rates for the rail- 
way company, give consideration to this expense of $220,000, which 

' is hot entered on the books of the railway company. They say: 

Th,e second itenj to which the commission takes exception is the propor- 
tion of the charge of $220,000 applicable to operations In the District of 
' Oolnmbia, representing the amount by which the Washington Railway & Electric 
Co. falls to pay its equitable share of the cost of generating current at the 
penning power plant of the Potomac Electric Power Co. 

The Chairman. Has not this all been gone into^ Mr. Ham? 
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Mr. Ham. Not in words. I just mentioaed this very briefly, and 
Mr. Brownlow was questioned and he answered that it had not been 
paid. Now, having done so, I will complete this. 

The Chairman. I thought.it was all brought out in response to 
questions asked by Mr. Benson. 

Mr. Ham. We asked Mr. Brownlow what was the reason for it, 
and Mr. Brownlow did not seem to be very clear in his own mind, 
and he turned around to Col. Kutz, and I believe his reply was 
that it had not been paid. 

Although the commission called the attention of the company to this mat- 
ter when it issued its order reducing the rates of the Potomac Electric Power 
Co., in July, 1917, the Washington flailway & Electric Co. has failed to 
change its apportionment of the entire cost of generating current at the 
Benning plant in the manner indicated by the commission. This is a claim 
for an item of expense which has not been incurred and is therefore disallowed. 

Now, as I have previously stated, one of the advantages of a 
naerger of the Potomac Electric Power Co. with the Washington 
Uailway & Electric Co. will be to clear up this difference of opinion 
"between the commission and the company as to contractual rela- 
tions, because if they are all one company there will not be any 
contractual relations. I think you are all influenced by the valua- 
tions the commission has found. You are influenced, and the public 
is influenced, by those valuations, whether right or wrong, and, 
dFurthermore, the companies are having their rates fixed on these 
T^aluations. 

Mr. Johnson. Mr. Ham, fust there let me ask you what net 
xeturii is being made by the Potomac Electric Power Co. at 8 cents 
per kilowatt hours on the valuation fixed by the commission? 

Mr. Ham. I am glad you asked that, because on page 

Mr. Johnson. I want to ask some more questions along the same 
line. 

Mr. Ham. On page 16 of the hearing on this bill, H. E. 11753, 
i;here is introduced, as apparently a part of Col. Kutz's testimony, 
a note which I think must have been inserted since his testimony. 
Here it says : 

Note. — ^The return to the Potomac Electric Power Co. on a fair value of 
approximately $15W).000, as of December 31, 1919, using the actual figures 
for 1019 as shown by the company's books, is 7f per cent. 

Mr. Johnson. Is that 8 cents per kilowatt hour ? 

Mr. Ham. Yes; that is 8 cents. Those figures do not agree with 
those concerning which I testified, and I do not know just how 
they are prepared, although the note refers to the books. In the 
first place, the value of $15,000,000 is not our present value. Add- 
ing on the additions which have been made since the commission's- 
valuation was completed, making the additions for working capital 
and for supplies on exactly the conmiission's basis, brings us a 
value at the present time of $15,797,973. I will call it, for con- 
venience, $15,800,000. 

Now, in figuring the net operating income and in figuring values 
the commission considered the sale of appliances as a side issue, 
excluding both the revenue derived from that source and the capi- 
tal invested in that branch of the business. If we deduct that from 



430 REGULATION OF PUBLIC UTILITIES IK DISTRICT OF COLUMBIA. 

our net income, taking it from the company's jSgures as reported, 
which are the basds of that note, we earned on our $15,800,000 last 
year 6.96 per cent. 

Mr. Johnson. That is, at 8 cents per kilowatt hour? 

Mr. Ham. Eight cents. 

Col. KuTz. Does that include the $220,000? 

Mr. Ham. No ; it does not include the $220,00. 

Mr. Johnson. Which you did not collect? 

Mr. Ham. Which we did not collect. 

Mr. Woods. Is that on the commission's valuation? 

Mr. Ham. That is on the commission's valuation. We are com- 
pelled to make a sinking fund of $106,000 a year for the ultimate 
payment of our consolidated mortgage bonds — and in reporting this 
deduction from income it comes right out of our income and is not 
available for dividends — it is really in lieu of depreciation. It is 
a;tiother way of setting up. a depreciation fund. If we considered 
that as depreciation, we would be earning 6.29 per cent. 

Mr. Johnson. If I understand you, at 8 cents per kilowatt hour 
on the $15,800,000 valuation, you could declare a dividend of what 
per cent ? 

Mr. Ham. That is not a dividend ; it is an earning upon the value. 
We would then have to pay the interest on our bonds, and then after 
paying the interest on our bonds 

Mr. Johnson. I mean what is the dividend that you can declare? 

Mr. Ham. Nine per cent dividend on stock at the present time is 
what we declare. A considerable part of our bonds — $7,000,000 — 
are 5 per cent bonds, so that when we get a return of 7 per cent on 
our value, a portion of our investment being at 5 per cent, of course 
the remainder of our invested capital yields a higher return. 

Mr. Johnson. What dividend could you declare at 10 cents per 
kilowatt hour ? 

Mr. Ham. That would depend uj>on whether or not we wrote up 
the depreciation which the commission says we should write up. If 
I can answer, I will answer that immediately, Mr. Johnson, but I 
would like to complete this, that if we had, as a fact, entered on 
our books as much depreciation as the commission said was neces- 
sary, according to their rules, we would have earned 5,26 per cent. 

There are two reasons, perhaps three reasons, for not having done 
that. The first is that the terms of our mortgage require that we 
should write up only 16 per cent of our gross earnings for mainte- 
nance and depreciation; the second is that the commission has not 
yiet announced the rules and regulations required by law with ref- 
erence to depreciation; and the third is that the necessities of the 
\\^ashington Eailway & Electric Co. were such that it had to get 
from the Potomac Electric Power Co. all of the earnings that it 
could get, so that we did not, and were not compelled to write up this 
depreciation, because the order of the commission was stayed by the 
court. 

Now, answering Mr. Johnson's inquiry, we figured that the differ- 
ence between the 8 and 10 cent rate is about $400,000 a year. Of 
that amount 80 per cent would be available ; 4 per cent of the $400,- 
000 would go to the District of Columbia as taxes; 16 per cent would 
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have to go into this depreciation fund that I spoke of, so that we 
would hare $320,000, which is a shade over 5 per cent on our stock, 
so that we would b^ in a position to pay 14 per cent as a dividend, 
not as returns upon our capital, but as a dividend. 

Mr. Johnson. What would that be upon the valuation claimed by 
you? 

Mr. Barbour. What return would that be on the investment of the 
Potomac Electric Power Co. ? 

Mr. Ham. I tried to answer that queistion. 

The Chairman. An additional 2 per cent ? 

Mr. Ham. It would be 2 per cent more. In other words, if we are 
getting 7 per cent now as return upon our investment, we would be 
getting 9 per cent. 

Mr. Johnson. So you are getting 7 per cent now at 8 cents per 
kilowatt hour? 

Mr. Ham. There are different ways of considering it, Mr. Johnson, 
as I have described. I would consider that at the present time We 
ai*e getting less than 6 per cent. 

Mr. Johnson. That is on the commission's valuation? 

Mr. Ham. That is on the commission's valuation. 

Mr. Johnson. What are you getting on the valuation that you are 
claiming? 

Mr. Ham. Our valuation is very much in excess of the commis- 
sion's, by several million dollars. I think the valuaion that we 
claimed was about $23,000,000. 

,Mr. Barbour. That is exclusive of these additions. 

Col. KuTz. With the additions, what would it be? 

Mr. Ham. It would come up to nearly $28,000,000. 

Mr. Woods. They gave you about two-thirds of the value you 
claimed? 

Mr. Ham. No ; thev gave us substantially one-half of of the valu- 
ation we claimed, 't'hey gave us about $11,000,000 and we clairned 
$23,000,000. 

Mr. Woods. I thought they gave you $15,000,000. 

Mr. Ham. No; thejr gave us $11,000,000. We have made additions 
since that date, bringing it up to $15,800,000. 

Mr. Johnson. What I want to get, Mr. Ham, in a nutshell is this: 
What per cent are you earning on your investment at 8 cents per kilo- 
watt hour, on the commission's valuation, and then apply tiie same 
thing to your own valuation at 8 cents per kilowatt hour, and also at 
10 cents per kilowatt hour? 

Mr. Ham. It depends upon what allowance is being made for de- 
preciation, and I would say that my answer to your question is that 
at the present time we are earning 5i per cent on our valuation, using 
the commission's depreciation figures. If you are using those which 
are actually entered on our books, we are earning 6^ per cent on our 
valuation, and this change would bring us in atwut 2 per cent addi- 
tional. 

The Chairman. Will you give us the earnings on the commission's 
valuation ? 

Mr. Ham. Those are on the commission's valuation. 
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The Chairman. You have put in $4,600,000 in additions. 

Mr. Ham. I think the commission admits those; they have author- 
ized the bonds for all those additions, and it is well Imown that the 
company has made them and expended the money. 

Col. KuTz. All the expenditures for improvement that have been 
made since July 1, 1914, nave been permitted as additions to capital, 
at actual cost. 

Mr. Ham. What I want to bring out though, gentlemen, before we 
leave this, is that there is a possible great injustice being done in the 
use of valuations for rate-msiking purposes which are to be ultimately 
passed upon by the courts, where vou must be influenced and the 
public must be influenced by these findings that the commission has 
made. You may say that you do not want to take up the valuations, 
but in view of the fact that your minds must necessarily be influenced 
by these valuations, it is, I think, pertinent to consider them. 

In this very item of income and expense which we have for the 
year 1919, is an item of sale of steam of $132,000. 

Mr. Johnson. Mr. Ham, before you get too far away, on your 
valuation at 8 cents per kilowatt hour 

Mr. Barbour. On the company's valuation, you mean, do you not, 
Mr. Johnson? 

Mr. Johnson. Yes ; I mean on the company's valuation, at 8 cents 
per kilowatt hour, and also at 10 cents per kilowatt hour, what are 
you earning on your investment! 

The Chairman. You mean on the company's valuation? 

Mr. Johnson. Yes. 

Mr. Woods. And assume the commission's depreciations? 

Mr. Johnson. I am asking for that now on the basis of the valua- 
tion claimed by jrou. Perhaps you would rather supply that. 

Mr. Ham. I think I can answer that. I might make sure of get- 
ting it accurate if I did supply it later. 

Mr. Johnson. I would just as soon you would supply it. 

Mr. Ham. I think I have it here now. We are earning about 3 per 
cont on our valuation. 

Mr, Johnson. At 8 cents? 

Mr. Ham. At 8 cents, and if we got $400,000 a year more, a little 
ovor 4 per cent. 

Mr, Johnson. Suppose you repeat what it is on the commission's 
vuliiation, at the two figures, 8 cents and 10 cents. 

Mr. Ham. 5i per cent, putting in the commission's figure of depre- 
^•iwlion, which Mr. Woods mentioned, and approximately 7J per 
<Hiht, with the company's figure of depreciation. 

TIhi (vHairman. We have the statement from the commission that 
.vou w^*vi^ earning TJ per cent. 

( \A, K iJTz. I was going to ask Mr. Ham, if that is true, why he was 
»io( willing to ask for an increase. 

Mr. Ham. I am very glad the commissioner has asked that question, 
beciuihd our suggestion that there should be an increased rate from 
t^*^ i'iimnuHHion has uniformly been rejected. We have told the 
f;<>iuuiihh'u)n that we would be glad to file an application for relief 
iU that form on receiving any intimation from them that they would 
»luiji^/<i the, established 
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Col. KuTZ. Mr. Chairman, they did file such a written application, 
and withdrew it. 

Mr. Ham. We withdrew it because the matter was at that time 
about, as we thought, to be passed upon by the court. 

The Chairman. The commission does not agree with you evi- 
dently that you are earning 5 J per cent on the commission's valua- 
tion. 

Mr. Ha3i. I think the commission will agree with the figures I 
have given as 5J per cent, if we use the depreciation which they have 
fixed. 

Col. KuTz. But that also includes the sinking fund for your bonds. 

Mr. Ham. Not in addition to the amount of depreciation which you 
fixed, and on that subject I want to say that that is one point of dif- 
ference that we had in the railroad case with the commission, that 
their depreciation allowance was inadequate and did not provide 
for this very thing that was spoken of this morning, obsolescence. 

Mr. Woods. Perhaps your difference arises from the different 
treatment of the $220,000 ? 

Mr. Ham. No ; I think not. I think the commission and ourselves 
are alike on that. 

I will complete my statement, however, by saying that these con- 
ditions have changed since the commission made its valuation. At 
that time they considered that our B Street plant was nothing but an 
emergency plant, and they so depreciated it that it would be out of 
service and worth nothing on July 1, 1922. As a matter of fact, last 
year we got from that plant a revenue from the sale of steam to the 
United States Government alone of $132,000, and have a 10-year con- 
tract with the Government for furnishing steam from that plant, and 
yet for valuation purposes that plant is supposed to be zero on July 
1, 1922, and is so included in their valuation. 

Mr. Johnson. What do you value it at? 

Mr. Ham. I should say several hundred thousand dollars. I could 
not give you that figure offhand. The valuations of the Potomac 
Electric Power Co. exclude many items of expenditure of a character 
which they have admitted in the railroad case. For instance, take 
the requirement of Congress to put wires underground. That amount 
of investment was excluded in the lighting company case, and simi- 
lar expenditures admitted in the railroad case. 

A third good illustration. In that very plant the smokestack and 
other appliances of that kind, which had served a useful purpose, and 
had cost some $25,000, they said were no longer used and useful, but 
then, apparently in doubt as to whether they would do exact justice, 
thOT say, " Well, we will allow $10,000 for it." 

DO that I think when we come down to the naked proposition that 
w^hen the commission has fixed this value, and has fixed a rate of return 
of 6 per cent, that it has apparently given a minimum value and a mini- 
mum rate, and we do not want this committee nor the public to get 
into their minds at all that all that we are asking for is that we get 
this amount that the conmiission says we are entitled to have, but we 
do say that what the commission says we are entitled to have we 
ought to have, and we think that even to-day this commission is en- 
tirely unjustified in failing to give us the measure of relief to which 
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they say we are entitled. Our petition has been on file with that com- 
mission for almost 60 days, and ho intimation has yet been received 
from them that they even intend to have a hearing on it. 

Mr. Woods. You think the zone system is unworkable ? 

Mr. Ham. No; I do not think it is unworkable; I think it is un- 
popular. 

Mr. Woods. Is that the only reason against it, in your mind? 

Mr. Ham. It is not unworkable. I think that is the only reason, 
although that unpopularity may have some just foundation, because 
of the fact that the city nas been developed on the lines of a unit 
rate of fare. 

The Chairman. There being no other witnesses to appear before 
the committee at this time, the committee will close the hearings for 
the present. 

(Whereupon the committee adjourned.) 
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